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Introduction 


The years which have elapsed since 1938, when 
the first edition of Co-operatives in America ap- 
peared, have witnessed some of the most important 
events in human history. The advent of the second 
World War marks the end of an era for the Amer- 
ican people and for all mankind. The present 
struggle is a clear demonstration of the fact that 
it is impossible for any nation or class to ignore the 
problems of its neighbors in the modern world. The 
progress made in transportation and communication 
has removed the barriers of time and space which 
once kept men apart. Unfortunately the psychologi- 
cal and economic barriers to brotherhood still re- 
main. 

It was never so important that men of all races, 
creeds, classes, and nationalities find a basis of com- 
mon interest upon which they can build a co-opcra- 
tivc, social and economic order. 

Perhaps it is the realization of this fact which 
has created a new wave of interest in the Consumers 
Co-operative movement. 

Fortunately the movement is in much stronger 
position to deal with the renewed interest than it 
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ever was before. It is much better organized, bet- 
ter financed, and has more self-confidence than it 
had in 1938. 

By far the most important single feature of its 
recent history has been its expansion into the field 
of production. New factories, manufacturing lubri- 
cating oil, grease, paint, farm machinery, fertilizer, 
and feed, have been built and are being operated 
very successfully. 

By far the greatest triumph has been the invasion 
of the field of petroleum refining. This was ac- 
complished in the face of very bitter opposition 
from old line oil companies. The first refinery built 
by the co-operatives won its right to survive in a 
dramatic struggle for power with the giants of the 
industry. Today there are four co-operatively owned 
refineries in the U.S.A. 

This expansion into refining led naturally into the 
ownership of pipe lines and oil wells. The American 
movement has demonstrated its ability to organize 
every phase of production and distribution in this 
important commodity field. 

The successes achieved in petroleum products, to- 
gether with a complete co-operative victory in a 
battle with the fertilizer trust covering Indiana, 
Ohio, and the eastern seaboard states, gives the 
leadership of the co-operatives a self-confidence 
which it never had before. The movement is pos- 
sessed with a new sense of its own power and in- 
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creased faith in its ability to operate a much vaster 
economic democracy. 

The accomplishments of the period have been so 
substantial that many skeptics have been moved to 
admiration and some luke-warm supporters stirred 
to enthusiasm. Social and economic liberals, who 
once lightly dismissed the co-operatives as being un- 
suited to the American scene or being too small to 
ever be a factor in the field of distribution, have had 
to recognize the substantial accomplishments of the 
past years. 

The ability which the co-operatives have shown 
in meeting the crises in distribution created by the 
change to a war-time economy has also commended 
attention. Co-operatives have demonstrated their 
power to survive under conditions which have sent 
many businesses into bankruptcy. Even on the east- 
ern seaboard, where a young and inexperienced 
movement has grown up since 1935, there has been 
a remarkably low mortality rate. The sense of re- 
sponsibility which customers have shown toward 
their co-operatives has been heartening to all who 
have observed it. In some cases when managers and 
clerks have been drafted into the armed forces, 
operations have been taken over by housewives who 
volunteered their services. Many a bad personnel 
shortage has been bridged over by this kind of con- 
sumer action. 

The aggressive educational program of co-opera- 
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tives has been another factor in their survival. They 
have constantly sought to inform their members and 
patrons of the effects of acts of government on the 
consumer. The result has been a cheerful acceptance 
of shortages of goods and other inconveniences. The 
hold which co-operatives have on the confidence of 
their patrons is the envy of careful observers among 
the competitors of the Co-op stores. 

It is only natural, therefore, that co-operators 
should welcome the new audience which the present 
crisis has created for them. They can speak with a 
conviction founded on substantial accomplishment 
and heartening practical experience. 

The revised edition of this book appears for the 
purpose of giving the inquiring layman an appre- 
ciation of the basic economic problems which co- 
operatives attempt to solve, of the methods which 
they use in the process, and the things which they 
have accomplished on American soil. 

Ellis Cowling 
Nov. ii, 1942 
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CHAPTER I 


Three Englishmen Upset a World 


Change is in the saddle. No one can have lived 
through the last quarter century of American life 
and not be impressed by that fact. In 1917 the 
United States, for the first time in her history, be- 
came deeply involved in the affairs of Europe. She 
entered World War I “to make the world safe for 
democracy.” But when the war was over the aver- 
age American was thoroughly tired of the excursion 
into world affairs. He wanted “to get back to 
normalcy,” back to making money, back to getting 
ahead in the hurly-burly of our competitive business 
system. He wanted to be free to enjoy the Ameri- 
can standard of living and let the rest of the world 
look after its own affairs. 

The Democratic party, advocating American ad- 
herence to the League of Nations Covenant and the 
World Court, was emphatically defeated at the 
polls. Warren G. Harding, a Republican dark 
horse, became president. 

Then tariff walls went up and corporation taxes 
came down. The country entered into one of its 
greatest periods of industrial expansion. New fac- 
tories were built, new combines of industry and 
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finance created. Speculation of all kinds flourished 
— in land, in. buildings, in stocks, in bonds, in the 
securities and currencies of other governments. 

New products flooded the consumer market, to- 
gether with greater quantities of old ones. And the 
American people bought. The installment plan was 
invented for those who did not have the ready cash. 
Homes were filled with radios, new furniture, re- 
frigerators, vacuum cleaners, and washing machines 
— purchased on easy payments. 

Henry Ford started selling cars on credit. Others 
followed suit. The American family put itself on 
wheels. Better roads had to be built for better 
automobiles to run on. Federal, state, and local 
governments poured vast sums into the creation of 
one of the finest public road systems in all the world. 
The filling station spread across the country like a 
rash. 

Men said it was “a new era.” Poverty was about 
to be abolished forever. Prosperity was to be the 
continuous state of business. An increasing standard 
of living for everyone was to become a permanent 
feature of the American way of life. Liberal 
political and social movements, which had been 
growing in influence previous to 1917, all but dis- 
appeared. The Socialist party was reduced to a 
handful of stalwarts. The American Trade Union 
movement lost all vestiges of radicalism and con- 
cerned itself with increasing the pay and reducing 
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the hours of skilled workers only. The great bulk of 
workers in mass production industries — rubber, 
steel, automobiles — got along without unions. Busi- 
ness was booming. All seemed well with the world. 

There were a few voices who warned that all was 
not quite perfect. Those who studied the trends of 
employment found that the number of people with- 
out work was increasing. Production was going up 
but not the number of producers. The farmers were 
certainly not happy. They had been caught in a ter- 
rific decline in prices at the end of the war from 
which they had not recovered. The Farm Problem 
was the most bothersome political issue of the 
Harding-Coolidge era. There was a lot of talk 
about it and little actually done. 

We were all too busy with other things to pay 
attention to these portents of coming disaster. The 
political, financial, and industrial leaders of the 
country did not take them seriously — why should 
others? No one except victims of the situation re- 
garded the growing unemployment with concern. 
Only the farmers became excited about the fact that 
farm prices were generally below the cost of pro- 
duction. Prosperity was marching on. 

Then came Wall Street’s “Black Friday” in 
October 1929. A few smart speculators, figuring 
that the stock market had about reached its peak, 
began unloading their holdings. It started with a 
trickle of sellers; it became a flood. A foreboding 
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of disaster swept the market and before the down- 
ward trend of prices had been checked millions in 
paper profits were wiped out. 

This explosion sent a tremor of fear through 
American business. Men were not sure that it was 
anything more than a necessary reaction to inflated 
security prices, but they deemed it wise to play safe. 
Inventories were high so factory managers began to 
trim their sails. They quietly reduced production 
schedules and started laying off men — men in whose 
homes were mortgaged radios and in whose garages 
were cars not yet paid for. 

Buying began to fall off as the common. man be- 
gan^ to worry about the security of his job and in- 
come. Uncertainty was followed by fear and fear 
by panic. 

Each passing month saw the list of the nation’s 
unemployed grow longer — ever longer. 

Banks started failing: not just country banks with 
the majority of their assets invested in farm mort- 
gages, but big banks in New York, Chicago, St. 
Louis, and San Francisco. Farm prices went to their 
lowest level in memory and idle men and idle fac- 
tories were everywhere. Neither public nor private 
welfare agencies were equal to the task of provid- 
ing food for the hungry, or clothing and shelter for 
those who were in need of them. Chaos and suffering 
were everywhere. 

By 1932 another presidential election came 
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around. The country was ripe for a change. The 
Democrats were swept into power led by Franklin 
Delano Roosevelt. By 1933 we were at the bottom 
of the worst business depression the nation had ever 
known. 

The era of the New Deal began. The federal 
government stirred itself to relieve the stark need 
of the country. Within a few months Congress had 
passed reams of new legislation setting up a host of 
agencies to deal with various aspects of the pressing 
problem. Men were put to work — first by the CWA, 
then the PWA, then WPA. The passage of the 
Agricultural Adjustment Act set the machinery in 
motion for pouring great subsidies into the pockets 
of the American farmers. Frozen mortgages on 
homes were thawed out with government money. 
Deposits in banks were guaranteed, money was 
loaned to businesses that could not get adequate 
credit elsewhere, an effort was made to settle some 
of the unemployed on homesteads where it was 
hoped they might be able to raise much of their own 
food. Eventually came laws regulating the stock 
market and the terms on which securities could be 
sold to the public; laws setting minimum wages and 
the maximum hours per week men could be kept at 
work; laws forcing employers to accept unions and 
collective bargaining whether they wished to do so 
or not. Social security legislation came into being 
which gave the United States its first comprehensive 
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plan of unemployment insurance and old age pen- 
sions. 

While the government was busy with the passage 
of laws and administration of a great many new 
functions, the industrial laborers took a new interest 
in Trade Unionism. The United States — famous 
for being the great open-shop country of the world 
— witnessed a dramatic struggle for power between 
new born unions and some of our industrial Goliaths. 
Under the leadership of John L. Lewis and others 
the Congress of Industrial Organizations was 
formed. It had the courage to invade the great mass 
production industries. It imported the sit-down 
strike from France. 

Detroit, automobile capital of the world, was the 
scene of the first great struggle. Even before federal 
legislation was passed guaranteeing to labor the 
right of collective bargaining, the CIO won a strike 
against General Motors. Big steel gave in without 
a struggle. Unionism grew apace, until it became 
one of the most important forces in American life. 

From 1933 onward there was a slow and gradual 
improvement in American business. One at a time 
factories were reopened. Men were put back to 
work. Farm prices went up. Consumer demand for 
all kinds of goods hit the upgrade. By 1936 produc- 
tion figures for manufactured goods had almost 
reached the 1929 level. Prosperity seemed about at 
hand. Many believed that the good old days were 
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soon to return. But there were still millions depend- 
ent on the government for bread. Industry was 
producing more efficiently than ever, with fewer 
men. In the closing months of 1937 business de- 
clined again. Because conditions did not get quite 
as bad as they had in 1932 the new decline was 
spoken of as a “business recession.” 

As the nation continued to wrestle with the prob- 
lems of industry, the lengthened shadow of world 
events loomed on the scene. Japan and China had 
become locked in a death struggle. The tread of 
marching men was heard in the Fascist states of 
Europe. Hitler, who had come into power because 
he promised the German people a solution to their 
problems of depression and unemployment, sent his 
armies into the Rhineland. Then he invaded Austria. 
Finally there was Munich — prelude to another 
World War. 

When Hitler marched his armies into Poland in 
September 1939 two nations went to war. Three 
years later the number involved had grown to forty- 
two. After having been absorbed in its own domes- 
tic problems for two decades the United States 
found itself playing a leading role in another great 
war. 

By 1942 the struggle enveloped the globe. Men 
were either fighting or preparing to fight on every 
continent of the earth. Hostile ships were on the 
seven seas. It became a total war in the sense that 
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it brought all the resources of the engaged nations 
into the struggle. It became total in the sense that it 
started affecting the lives of all men everywhere. 
Such a war is “World Revolution.” Change has 
been in the saddle for a long time but now it rides 
with a pace that leaves everyone breathless and 
wondering. 

But all the changes which have come to pass, in- 
cluding the war itself, did not just happen. It is no 
accident that American society has gone through 25 
years of turmoil. It is no accident that this present 
war is globe encircling. All this is part and parcel of 
an effort on the part of human beings to adjust them- 
selves to another factor which has shaken all of 
life to its very core. That factor is the discovery and 
development of power production. It is the one 
thing which sets modern life apart from all other 
eras of human existence. It is the ingredient in pres- 
ent day society that makes globular war possible. It 
is the basic world-shaking force with which we have 
to deal. It forces upon us new patterns of thought 
and new ways of thinking. 

This fundamental revolution in our method of 
producing goods for human consumption is the basic 
upheaval of which other things are the sign and 
symbol. It has been in progress for almost two cen- 
turies and the end is not yet. Three Englishmen set 
it in motion: James Hargreaves, Richard Ark- 
wright, and James Watt — a weaver, a barber, an 
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engineer. Without their work, and the contribution 
of the inventors who have come after them, there 
would have been no New Deal and no Blitzkreig. 

The weaver was evidently lazy, for he was for- 
ever trying to discover means of getting out of 
work. He spun and wove enough' to make a living 
but devoted much of his time to figuring out ways 
of making one motion do the work of two. The first 
result of his endless tinkering was a system of pul- 
leys by which he could join two carding combs and 
exactly halve the time necessary for carding a fleece 
of wool. The efficiency of this simple device gave 
him added time for inventing. In 1762 he built a 
carding engine for a calico printer named Robert 
Peel. Peel saw possibilities in Hargreaves. He sub- 
sidized him as he devised things to make work 
easier. 

Eventually he perfected a “Spinning Jenny” — 
named after Hargreaves’ wife — which multiplied by 
eight the amount of thread which could be turned 
out by a single spinner. Fellow-workers regarded 
this new creation as “unfair competition.” They 
broke into the inventor’s home and smashed the 
machine. But they failed to destroy the idea. IJar- 
greaves moved to a more tolerant community and 
proceeded, to create a whole new set of problems 
for hand spinners by building a spinning mill, in 
1768 at Nottingham. 

Ten years later he died, little realizing that he 
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had started a profound change in human affairs 
which historians would some day call “The Indus- 
trial Revolution.” 

Richard Arkwright was first a barber. Then he 
amassed a modest fortune as a mixer and merchant 
of hair dye. He has gone down in history as a great 
inventor. In 1767 he set to work to perfect cotton 
spinning machinery. He created the spinning mule. 
In 1771 he built a large factory at Cromford, in 
Derbyshire. The machinery in it was ingeniously 
devised and arranged with an eye to convenience 
and efficiency. He divided the labor among his em- 
ployees so as to secure the maximum production per 
man. He was the father of the factory system with 
its specialization and minute division of labor. 

Arkwright’s mill was run by water power. It re- 
mained for the third of the trio to give the factory 
system flexibility. He divorced it from its depend- 
ence upon falling water as a source of power. 

The story of James Watt’s perfecting of the 
steam engine is -familiar to every school boy. A con- 
temporary of Hargreaves and Arkwright, his work 
fitted beautifully with theirs to complete the pattern 
of industrial change. In 1790 a Watt engine was set 
to work driving the machinery of an Arkwright 
factory. Thus the machine age was born. 

The succeeding years have witnessed the progres- 
sive application of machinery, power, and the fac- 
tory system to the production of goods. The 
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machine has replaced human hands; the steam en- 
gine and electric motor, the energy of the human 
body. Men once made goods with the use of simple 
tools; they now tend the machines which do the 
work. This development has progressively envel- 
oped the industrial world. Even agriculture, last of 
the great industries to be affected, is today a 
changed occupation. The hoe, the sickle, the flail 
are all but forgotten instruments. The gang plow, 
the four-row cultivator, the combine, and the trac- 
tor have relegated them to the museums. Tending 
machines is occupying an increasing portion of the 
farmer’s time. 

The change to machine production upset a thou- 
sand equations: cut the race loose from moorings 
ancient as history. Previous to the work of Har- 
greaves, Arkwright, and Watt, industry was largely 
carried on in the home. The muscles of men or 
animals presented the chief source of productive 
power. Tools there were, but they simply increased 
the productive efficiency of muscular energy. 
Changes in the social structure — from slavery to 
feudalism to free labor — did nothing to disturb 
man’s basic dependence on his own physical 
strength. They were simply varying means of con- 
trolling human labor and distributing the results of 
it. The advent of the machine did disturb this de- 
pendence. 

Hargreaves’ spinning jenny was hand driven, but 
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when Arkwright used water power to turn the spin- 
dles and Watt made possible the use of steam power 
there was something different under the sun. New 
and untiring giants were put to work doing what 
man had always done with his own strength. Man 
was pygmied by these Goliaths. Human hands could 
not compete with them. Industry moved from home 
to factory. The ownership of machines became the 
fulcrum by which a new class raised itself to eco- 
nomic and political power. Those who could not 
own were given a single choice — tend machines or 
starve. The stomach is a tremendous factor in 
human affairs: they chose to tend machines. 

This is the profound change to which mankind 
has been trying to adjust itself for almost two hun- 
dred years. It is actually the greatest revolution in 
history. It is no wonder that the modern age has 
been one of turmoil. 

This turmoil was started by the workers who saw 
in the machine a threat against their independence 
and security. The rioting spinners who destroyed 
Hargreaves’ first machine were reacting blindly to 
a danger they did not fully understand. If they could 
have foreseen the events of the coming decades they 
might have been more violent in their reaction. The 
replacement of men by machines has put on the 
backs of common folk a constant burden of making 
occupational changes. Whole trades, such as that of 
glass blower and carriage maker, have been wiped 
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out, and those trained in them forced to find other 
means of earning their living. Over every occupation 
hangs the constant threat that the inventor’s genius 
may make today’s job unnecessary tomorrow. A new 
process or product may make the very thing pro- 
duced obsolete and inefficient. So long as this is true 
there can be no security for those who have only the 
labor of their hands to exchange for bread. 

Strikes, bread riots, hunger marches, trade unions, 
radical political parties, farm blocks are but expres- 
sions of the demand of those who cannot own ma- 
chines for a measure of security. Violent upheavals, 
wars, bitter struggles for power between social and 
economic groups will continue, and probably in- 
crease in virulence, until human society has learned 
to use machines in a manner which will bring respite 
from present strains and burdens. 

It is doubtful indeed if the three men who started 
us into the machine age dreamed of the vast changes 
which were about to be ushered into the world. They 
seem to have been interested only in immediate and 
contemporary problems. Perhaps they had visions 
of great abundance for the human race and a new 
freedom from the scarcity which dependence on 
human energy had made inescapable. 

But the machine age arrived with the triumph of 
the idea of individualism. The Middle Ages are 
often called the “dark ages.” Unquestionably life 
did move at a leisurely pace and much of it was drab 
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and dreary. However, it was characterized by a cer- 
tain sense of social solidarity which made life bear- 
able. The division of land and labor on the medieval 
manor did give a rough equality of access to the 
store of material wealth — meager as it was. There 
was a rather complete sharing of whatever of 
abundance or scarcity fell to the lot of the com- 
munity. Within the cities the guilds fostered a sense 
of interdependence. Guild law required that men 
look after one another. Guild regulation saw to it 
that no man grabbed too big a share of wealth for 
himself. 

The decay of feudalism brought all these things 
to an end. Men became individualists in their re- 
ligion and in their business. Regulation of economic 
practices came to be regarded as old fashioned and 
outmoded. 

It was just at the dawn of the machine age that 
Adam Smith published his Wealth of the Nations — 
bible of the cult which says that every businessman 
should do that which is right in his own eyes. It was 
his contention that business and industry should be 
wholly without governmental regulation. He was no 
believer in the benevolence of the trading class. He 
was committed to the idea that every man was out 
to make all he could for himself. Service to society 
was rendered solely for the purpose of accumulating 
private profits. But he felt that the best way to pre- 
vent exploitation of the public by these classes was 
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to have free and unfettered competition. He be- 
lieved that government regulation usually served the 
private interests of special groups much better than 
it did the public good. He suspected the motives of 
politicians as much as he did those of industrialists 
and traders. The eighteenth century witnessed the 
triumph of his ideas. A large portion of the time of 
the English parliament during the years from 1760 
to 1800 was spent in repealing medieval laws regu- 
lating commerce and industry. Every man was left 
to do that which was to his greatest personal advan- 
tage in the very hour when machinery presented 
humanity with a new set of problems which needed 
the attention of the best collective intelligence of 
the race. The development of machine production 
was left entirely in the hands of those who saw in 
this new technique only a method of amassing great 
wealth for themselves. The result has been untold 
suffering on the part of those whose poverty has 
forced them to sell the skill of their hands for what- 
ever machine owners were willing to pay. 

But in spite of the fact that machine production 
has been accompanied by a great amount of human 
suffering, it is only the romantic dreamer who ever 
talks seriously of a return to the old techniques. 
The new method is entirely too useful to surrender. 
We in America are particularly in love with it. We 
like the gadgets of industrial civilization. We have 
made heroes of our scientists and our inventors. Ad- 
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miration for them is a part of our national tradition. 
The average school boy believes that men like Rob- 
ert Fulton, Alexander Graham Bell, and Thomas 
A. Edison have been builders of America. Certainly 
school boys elsewhere have been taught to admire 
those who have contributed less to the real welfare 
of their country. 

We love machines for what they will do for us — 
for the comforts they make possible, for the drudg- 
ery they save, for their efficiency in producing the 
necessities of life, for the numberless luxuries they 
have helped bring within reach of the common man. 
They have made our thunderous cities possible. 
Through them we have been freed from a host of 
natural terrors such as flood and famine. 

In 1936 when a widespread drouth destroyed the 
harvests of many states, there was no widespread 
starvation such as would have been true under like 
circumstances two centuries ago. Food was poured 
into the stricken area over a transportation system 
that was a direct child of the Industrial Revolution. 

A year later when a flood swept the Ohio valley 
there was an extremely low loss of life. The popu- 
lation was moved out ahead of the water by motor 
boat, truck, automobile, train, and airplane. Radio 
hurled the human voice into every section of the 
threatened regions and co-ordinated the task of 
moving the population. 

The machine can be a great instrument for good. 
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The basic failure of our civilization has been our 
seeming inability to use power production to the 
limit of its possibilities for eliminating disease, pov- 
erty, ignorance, and insecurity from human affairs. 

Until the coming of the present war we never 
dared try to extend our productive capacity to its 
limit. Now the necessities of the present hour re- 
quire that we do so. Under the spur of war we have 
produced the greatest flood of goods ever turned out 
in the history of our nation — and the end is not yet. 
It is worthy of note that our all-time-high produc- 
tion figures have been achieved at a time when mil- 
lions of young men — our best productive man power 
— have been taken into the armed forces. If they 
were being employed in industry, instead of fighting, 
we could produce much more. 

The bulk of the goods we are creating today are 
for war purposes. But wars have never lasted for- 
ever. When peace comes it should take little longer 
to gear our production to civilian needs than it took 
to convert them to war purposes. If we can produce 
planes, tanks, guns, ammunition in great quantities 
we can as easily produce houses and clothes. If we 
can step up the production of agriculture in order 
to feed our armies and those of our allies, we can 
also step it up to feed the hungry children of the 
world. 

It has often been said in recent years that one- 
third of our people have been “ill fed, ill housed, ill 
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clothed.” Now we know, if we never realized it be- 
fore, that such a situation was absolutely unneces- 
sary. 

This is a basic fact that cannot be ignored. 

Unfortunately we have not had the vision to 
whole-heartedly attempt to abolish poverty. It was 
accepted, not because it was a necessity, but because 
we lacked the imagination to do away with it. We 
entered the war with this failure heavy on our 
hands. Unless the present struggle works some thor- 
ough-going change in our thinking we shall emerge 
with its weight still upon us. 

We failed because we have not yet grasped the 
meaning of the industrial revolution for mankind. 
In all the past ages of man there has been scarcity. 
There has never been enough goods to go around. 
There was no way of producing enough. When man 
was dependent on the muscle power of himself, and 
of the beasts he was able to enslave, it took prac- 
tically all his energies to wrest a bare living from 
the soil. There was too little food, too little cloth- 
ing, not enough shelter. The few who enjoyed lux- 
uries did so at the expense of others. Most men 
worked very hard for the right to live. And because 
it was necessary that they work hard and live fru- 
gally, they gave hard work and frugality great 
moral sanction. Popular morality condemned idle- 
ness, condemned riches, and glorified poverty. 

All too many still think in terms of scarcity. They 
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still believe that abundance for others has to be paid 
for by scarcity for themselves. They think that abun- 
dance for themselves can only be preserved as they 
deprive others. The evidence of these old outworn 
attitudes is all about us. 

Take, for example, the attitude of most conserva- 
tive successful men of business. Many of them enjoy 
standards of living which would turn the proudest 
kings of yesterday green with envy. And yet they get 
all excited when those whom they employ ask for 
higher wages and an advanced standard of living. 
Men of this class will combine to oppose the raising 
of the real wages of labor. They do it, not primarily 
because they are vicious — as some would tell us, but 
because they still think in the old terms. They be- 
lieve that if their own living standards are preserved 
it must be by keeping others poor. Three centuries 
ago such an attitude was based on the hard facts of 
life. But those who hold it today are out of date. 
What makes the situation tragic is the fact that 
many of those who condemn the wealthy for such an 
attitude are guilty of the same grave error. 

It has been the organized carpenters who have 
opposed most vigorously every effort to bring mass 
production techniques into the housing field. They 
are afraid that if houses become plentiful they must 
lower their standards of living. It has been the hand 
painters who have tried hardest to keep the spray 
gun out of use because they were afraid to have 
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paint applied quickly and abundantly. Professional 
organizations and associations of skilled workers 
have sought to keep down the number of appren- 
tices who might learn certain trades, to limit the 
candidates for certain professional fields. Some farm 
organizations have insisted that the hope of the 
farmer was in making food and fibre scarce and 
harder to get. Many farmers resent increase in 
wages for industrial workers — even though factory 
workers are among their best customers. 

All these are of one mind with the conservative 
business men. They too think that abundance for 
themselves must be purchased at the price of pov- 
erty for others. They too have failed to adjust their 
thinking to the realities of the power age. 

If we need any additional evidence of the fact 
that the majority of Americans are still bound by 
the mental habits of yesterday we need only look at 
two other interesting facts: the old-fashioned way 
in which the New Deal functioned in relation to the 
unemployed; the tendency of many thoughtful peo- 
ple to regard unemployment as the basic economic 
problem of the past two decades. 

When the government created agencies such as 
the CWA and WPA, to give work to those without, 
it evidently regarded labor saving machinery as a 
plague and a curse. It did not place men at work 
with the most efficient tools the age affords for the 
purpose of making them as useful as possible in 

20 



THREE ENGLISHMEN UPSET A WORLD 


creating new goods for human consumption and en- 
joyment. Rather it kept men at work with the aged 
pick and shovel and by that very act made their 
employment inefficient. All of which was a hang- 
over from the days when the unproductiveness of 
hand production made back-breaking toil necessary 
for survival. 

Men who attribute first importance to unemploy- 
ment likewise fail to see that much of the necessity 
for human drudgery in times of peace is vanishing 
with the hoe and sickle. Once the twelve or fourteen 
hour day was standard in industry. Then it was re- 
duced to ten, to eight. Finally the forty hour week 
became a usual practice. And all the time these re- 
ductions were taking place the production per man 
was being increased many fold. The unemployment 
problem is a mere symptom of bad distribution. We 
began to hear of it when our existing economic ma- 
chinery proved itself unable to place in the hands of 
the people in need of them, the goods the employed 
were producing. When the war brought large scale 
consumption of wealth the unemployment problem 
largely took care of itself. 

We have failed to abolish poverty in America 
because mentally we have been living in the age of 
scarcity, while physically dwelling in the age of 
power production. 

If the end of the war brings any relief from the 
tensions which have racked modern civilization it 
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will come because we set ourselves to the task of 
making our system of distributing goods as efficient 
as our methods of production. 

When it comes to choosing the means by which 
this is to be accomplished many think first of gov- 
ernment. They believe that the principle of govern- 
ment control of economic processes, which was 
started in the New Deal and greatly expanded by 
the requirements of the war, must be continued. 
They are convinced that the very force of circum- 
stances and the pressure of public opinion will make 
such continuation unavoidable. They are expecting 
planners at Washington to create and direct this 
new system for us. Some go so far as to assert that 
the whole battle for a better system of distribution 
is basically a political fight. Their greatest concern 
is to get “the right people” elected to office; the 
right people appointed to head the many adminis- 
trative bureaus and agencies which are a part of the 
executive branch of government. 

Considering the events of the last quarter cen- 
tury it is perfectly natural that many should think in 
these terms. We have lived through the greatest and 
most rapid extension of government into the field of 
business which our country has ever known. In other 
countries the process has gone even further. Unless 
there is a complete reversal of the tendency — which 
isn’t likely — we shall see federal control over our 
economic life increasing for some time to come. 
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But there are others who are not willing to com- 
pletely resign to public officials the task of building a 
better system of distribution. They do not believe 
that all the decisions should be left to the results of 
political elections — important as they are. They are 
convinced that much can be accomplished by per- 
sonal effort; that people can still help themselves. 

Many of these rugged souls are found in the 
ranks of the Consumers Co-operative movement. 
They believe that consumers acting together can 
build for themselves a much more adequate system 
of distribution. Some of them go so far as to say 
that there are few things government can do for 
people which they cannot do as well, or better, for 
themselves through voluntary co-operative action. 

Those who stress the importance of the program 
of Consumers Co-operation have much to which they 
can legitimately point with pride. Within the hun- 
dred years of its history significant things have been 
accomplished. In Great Britain under the strain and 
stress of the present war the movement has grown 
and expanded its influence. 

There was a time when its advocates could only 
point to attainments in other countries for popular 
examination. But that is no longer true. The Ameri- 
can movement has begun to come into its own. In 
the years since 1917 it has risen to a position of 
. importance in our national life. 

Its growth has had much less publicity than the 
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acts of government. It has received much less atten- 
tion in the newspapers than the reborn labor move- 
ment which emerged in the last ten years. But 
nevertheless it has major accomplishments to its 
credit. Certainly since 1932 it has been one of the 
nation’s most rapidly expanding business develop- 
ments. What it has done is all the more remarkable 
because it has been achieved with so little fanfare 
and noise. 

Those who are interested in abolishing poverty 
need to know something of its story, to have some 
understanding of its philosophy, and appreciation of 
its history. It, too, is a child of the Industrial Revo- 
lution. It was created by people who were troubled 
by the effect of that revolution on the common man. 
It was born of the need of men and women for more 
.goods. It came into being when men grew weary of 
waiting for their government to do something for 
them. 

For an understanding of the movement and its 
technique of organizing business we must retrace 
some history. We must go back to the England of 
the early nineteenth century. 



CHAPTER II 


A Prophet In the Land 


The first reactions to the Industrial Revolution 
were almost wholly instinctive and unreasoned. 
Workers saw in the factories only a threat against 
their livelihood. Some organized themselves into 
machine destroying mobs. Industrialists saw a golden 
chance to make profits. The world was hungry for 
goods. Machines offered a chance to satisfy that 
hunger — for a price. The lust for wealth drove 
those who could afford it to build factories, and hire, 
for as little as possible, the laborers whose hand- 
production was rendered obsolete. 

This meant misery and squalor. The slums arrived 
with the factory. England became a land of deserted 
villages — vividly described by Goldsmith — and fac- 
tory towns, where poverty stalked the streets. Be- 
fore many years had passed owners made a 
discovery: the nimble fingers of little children could 
tend whirling spindles and power looms. Child la- 
bor began. Men and women lived in idleness, sup- 
ported by their little ones. Or else the whole family 
was put to work to secure a pittance that kept body 
and soul together on a plane that could not be called 
a healthy animal existence. Human flesh was cheap. 
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The owners of industry did not care. They were 
interested in the golden stream that flowed into their 
coffers. Riches and misery grew side by side — parts 
of the same sordid story. 

But every action brings its reaction. In the mind 
of a man named Robert Owen came the first 
prophetic revulsion against this heartless exploita- 
tion. He realized that humanity had a new factor 
with which to deal; he foresaw the tremendous 
changes which new methods of production would 
bring in human affairs. He believed that those 
changes could be intelligently guided into construc- 
tive channels. He felt that the new misery and the 
new wealth were not necessarily bound together. 
Only blindness and irresponsibility kept them so. He 
saw in the machine a productive instrument capable 
of blessing all whom it affected. He had faith that 
the factory system could be reformed, and a quality 
rare in men — willingness to have reform begin with 
himself. 

Owen was an owner of machines and a good busi- 
nessman — in the usual meaning of the term. At 
eighteen he controlled a half interest in a factory em- 
ploying forty workers. He made his start on five 
hundred dollars of borrowed money, and sold out 
at the end of one year at a substantial profit. At 
nineteen he was a factory manager in Manchester. 
So well did he handle the force of five hundred 
people who worked under him that he was given a 
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partnership in the business. Shortly thereafter he 
sold out again and became manager and partner in 
the New Lanark Mills. 

Here between two and three thousand men, 
women, and children lived and worked under typical 
conditions of poverty and filth. The hours of labor 
for all hands were from six in the morning until 
seven at night. Parents brought their children to 
work after their seventh year. Nearly five hundred 
orphans from nearby work-houses were there under 
the despotic rule of factory management. Owen’s 
biographer describes conditions thus : “Deep poverty 
drove the workers to the mills from the cities; and 
the work-house authorities gladly — to get rid of 
them — sent a cartload of orphans, aged six and 
seven, now and again. The general character may be 
deduced. Their homes were foul. Their habits primi- 
tive. Their streets were sewers. The public houses 
were infamous. Thieving, lying, swearing, drinking, 
and fighting were as common as the squalor with 
which they spattered the golden valley” — of the 
Clyde. 

Owen spent fifteen years remaking New Lanark. 
In 1800 he quietly resolved that poverty, destitution, 
and ignorance would not be by-products of the ex- 
cellent cotton goods he was producing. He did every- 
thing that a benevolent capitalist could do : cut the 
hours of labor, put the children in school at the ex- 
pense of the mills, paid wages that made decent 
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living possible, cleaned up the streets, established 
company stores that sold excellent goods at rea- 
sonable prices. New Lanark became a model factory 
town, known all over Europe for being the one 
bright spot in terrible industrial dreariness. The 
workers responded to kindness and justice. They 
changed with their environment. 

But Owen had partners to deal with. They tolerated 
his fantastic ideas only because he produced fat divi- 
dends even while spending money on these unheard- 
of efforts to transform factory working conditions. 
Eventually, however, their love of profits caused 
them to interfere. They reasoned that returns might 
have been even greater had there been none of this 
social experimentation. By 1809 the first set of as- 
sociates had become disgusted and sold out — at a 
handsome profit. In 18 11 the second group com- 
plained like the first and only with the help of rich 
and public-spirited Quakers was Owen able to keep 
control of his beloved community. With some help 
and some hindrance from them he continued with 
his experiment until 1816. By that time the results 
were so unmistakable that he believed the hour was 
at hand to publicize them before the world. 

He felt that he had found a way by which society 
could be transformed. His formula included uni- 
versal education, elimination of child labor, reduc- 
tion of working hours for adults to ten per day, the 
institution of public works to absorb those who could 
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not find employment in private industry, the aboli- 
tion of religious intolerance and war, drastic revision 
of the criminal code, and basic reformation of jails 
and the administration of justice — a program not 
dissimilar to parts of our New Deal. 

He made his first appeal to his own class — the 
factory owners. He simply asked that they do what 
his success at New Lanark proved could be done. 
Later he asked his government to sponsor his pro- 
gram. The owners of industry saw in his schemes 
only a serious interference with profits. Officehold- 
ers were more inclined to give the matter serious 
consideration, but in the face of the hostility of the 
industrialists, they would do nothing. Owen’s appeal 
fell on deaf ears. The real and nominal rulers of 
a great nation were little interested in lessening the 
blow which the invention of machinery had struck 
against the peace and security of common folk. They 
were interested only in profits and in their own po- 
litical careers. 

Then came the end of the Napoleonic wars. Peace 
came to Europe after long and bitter struggles 
against the France of the first Napoleon. Peace 
brought its turmoil. The usual post-war business 
reaction set in. Unemployment stalked the land. 
Wages were forced down. Misery increased. Owen 
saw that war and killing had increased business 
profits, brought a kind of feverish prosperity, while 
peace brought poverty and deprivation for thou- 
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sands upon thousands. He pondered the fact and 
began to wonder if a business system that thrived in 
war and languished in peace could be anything but 
rotten at its core. 

The increased suffering of the masses resulted in 
strikes, hunger marches, and riots. The government 
which had refused to consider Owen’s reform pro- 
gram was willing to resort to ruthless violence to 
quell the rioting of hungry men — and did. 

Owen watched the events of these troubled years 
with growing disillusionment. He lost all hope of 
getting favorable consideration of his plans from 
those in high places. Love of money rather than love 
of men was too deeply rooted in the hearts of fac- 
tory owners for them to take Owen’s appeal se- 
riously. He saw that changes would have to come 
by other methods than those he first considered 
workable. The importance of restoring ownership to 
those who had lost their property slowly dawned 
on him. He gradually came to think in terms of what 
factory workers could do for themselves rather than 
what he could get others to do for them. 

He clearly saw that individualistic ownership of 
the tools of production was out of the question, so 
far as the laborers were concerned, under the fac- 
tory system. Collective ownership alone seemed pos- 
sible. With heroic abandonment he set himself to 
the task of making the workers owners of their fac- 
tories. He financed workers’ colonies in which there 
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was social ownership of land and factories. In these 
colonies he established democratic control and con- 
stantly emphasized the ideal of working together for 
common good. But his “Villages of Co-operation 
and Union” failed. Owen had too great faith in the 
inherent goodness of human nature. He did not 
realize how completely the dominant spirit of in- 
dividualism had rendered men incapable of intelli- 
gent social action. Medieval habits of communal liv- 
ing had been too long forgotten to be easily revived. 
Then, too, the problems of factory production, la- 
bor management, and profitable sale of things pro- 
duced were too complex for the workers to handle. 
They were utterly without administrative experience 
and without a schoolmaster to train them. 

One of those colonies was established on Ameri- 
can soil. New Harmony, Indiana, was Owen’s New 
World experiment. It went the same route taken by 
the Old World efforts. Failure was the common end. 
All these attempts served only to demonstrate that 
ownership could not be given to the people. They 
must claim it for themselves. 

While the colonies were failing, the disinherited 
workers were beginning to do things for themselves. 
Trade Unionism slowly got under way against the 
combined hostility of industry and government. 
Owen gave his blessing to the movement. He helped 
form the Grand National Trades Union of Great 
Britain and Ireland — a federation of labor unions. 
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Within six months the organization was suppressed. 
But it was a beginning. The victims of machine pro- 
duction had begun to demand a voice in their own 
destiny. 

Until his death in 1858 this man gave every en- 
couragement to the workers to organize themselves : 
into trade unions for securing better wages and 
working conditions; into little productive societies in 
which there was common ownership of a small fac- 
tory or workshop. Following a builders’ strike in Bir- 
mingham in 1833 he even recommended that they 
organize their own stores so that they could have 
control over sources of food and household necessi- 
ties. He saw that the organized strength of the weak 
might, if rightly directed, become a sure defense 
against the heartlessness of the mighty. 

Owen died a poor man. He had spent a fortune in 
an effort to solve a problem which was too big for 
him. Years of talking, writing, and lavish expendi- 
ture of funds yielded but very meager results. His 
dreams were unfulfilled. Judged by ordinary stand- 
ards he died a failure. 

He takes no place in history for his practical 
accomplishments. He is honored because he was the 
first to attempt to deal intelligently with the prob- 
lems which the coming of machine production has 
created for the human race. He made the mistakes 
any beginner would have made. It is not surprising 
that he failed to do anything more than focus atten- 
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tion on the major issues. We are deeply indebted 
to him for starting men in search of a solution. He 
did demonstrate that squalor and human wretched- 
ness were not necessarily a part of the industrial 
picture. 

The evolution of his thinking is interesting for us. 
He first tried to change the world by example. New 
Lanark was his great illustration of what could be 
done in an industrial hell. He found that most men 
were not even interested in what he had accom- 
plished. He started out with a simple faith in the 
goodness of governments and in the possibilities of 
the political method of solving social problems. He 
discovered that the welfare of men without property 
is not a very serious concern of the state. He came 
to see that only those who are adversely affected by 
bad conditions will give sustained support to a pro- 
gram of changing them. He sensed the importance 
of property ownership in the affairs of men and 
advocated that those who are too poor to own prop- 
erty individually pool their resources and own to- 
gether. His final belief was that when men discovered 
how to own together they would have in their hands 
the key to their own destiny. 

Owen did not show how it could be done. It re- 
mained for others, more lowly in wealth and culture 
than he, to perfect a method by which men of poverty 
could quietly and yet successfully make themselves 
men of property. 
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Revolution In a Grocery Store 


The fourth decade of the past century has been 
nick-named “the hungry forties.” The western 
world was enjoying one of the periodic business de- 
pressions which have been an ever recurring affliction 
during one hundred and fifty years of expanding in- 
dustrialism. Political upheavals, bread riots, strikes, 
unemployment, suffering, were all a part of the his- 
tory of that time. Factory workers and small 
farmers were facing difficult problems. For upon 
them, as usual, fell the heaviest burdens of want and 
privation. There was no government relief or un- 
employment insurance to dull the edge of their 
suffering. Many had no work; those who did found 
wages cut to the bone. They were troubled years. 

One of the groups particularly hard hit were the 
flannel weavers of a city of north England, called 
Rochdale. Desperation drove them to a strike in 
1843. The strikers faced all the difficulties involved 
iri trying to get higher wages in a day when the 
labor market is glutted with those who have no work. 
It was inevitable that the strike fail. Nor were the 
factory owners slow to take advantage of its col- 
lapse. When others went back to work those who led 
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the walkout found that their services were no longer 
desired. All the factories of the city boycotted them; 
a black list of such trouble makers had been prepared 
and circulated effectively. 

The loss of that strike was to them tragedy in- 
deed. It meant the eclipse of their hope for better 
living conditions. It meant the deepening of a misery 
that was already more than they felt able to bear. 
But out of their loss was born the technique that 
Robert Owen had failed to discover. The black-listed 
strike leaders of Rochdale found a way by which 
they could make themselves men of property. 

It was in part the result of seeds Owen had 
planted. Some of these men had heard of his idea 
of workers owning property together. They had 
dreamed dreams of worker-ownership of mills and 
factories. Even before the strike they had experi- 
mented and failed in attempting to own their own 
stores. 

Talk was one thing these men could afford. They 
spent long hours discussing their problems and won- 
dering what they could do by way of self-deliverance. 
It was one way of making their lot more bearable. 
Eventually from their conversation grew a convic- 
tion : the way out was to go into business for them- 
selves. 

Out of that conviction grew an organization. 
They called it the “Equitable Society of Rochdale 
Pioneers.” Their basic purpose was to make them- 
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selves their own employers. With pathetic courage 
they stated the ambitious objectives of their asso- 
ciation in the following language : 

“The establishment of a store for the sale of 
provisions, clothing, etc. 

“The building, purchasing, or erecting of a num- 
ber of houses in which those members, desiring to 
assist each other in improving their domestic and 
social conditions, may reside. 

“The manufacture of such articles as the society 
may determine upon, to provide employment of such 
members who may be without employment, or who 
may be suffering in consequence of repeated reduc- 
tion in their wages. 

“The purchasing, or renting of an estate or estates 
of land, which shall be cultivated by members who 
may be out of employment, or whose labor is badly 
remunerated. 

“And further: that as soon as practicable this 
society shall proceed to arrange powers of produc- 
tion, distribution, education, and government — or, 
in other words, to establish a self-supporting home 
colony of united interests, or assist other societies 
in establishing such colonies.” 

Whatever they may have lacked in resources, the 
Rochdale Pioneers certainly had no lack of ambition. 
They were boldly proclaiming their intention of 
solving problems that had given pause to Robert 
Owen with all his wealth, and which had baffled the 
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statesmen of Europe. They were out to take pos- 
session of the earth: to become owners of stores, 
manufacturing enterprises, land, educational institu- 
tions, and government. They would become men of 
property. 

In the beginning there were twenty-eight members 
of this seemingly mad society — about to do battle 
with the giants of a lusty young industrial capitalism. 
One woman was among the company. Her name was 
Ann Tweedale. 

The Pioneers started their ambitious schemes in a 
most unspectacular manner. They began by saving 
money. It was a slow, painful process for there was 
little money on which they could lay their hands. 
It was about all they could do to keep body and soul 
together. But they got a halfpenny here and a two- 
pence there. Halfpennies and twopences will eventu- 
ally add up into shillings, and shillings into pounds. 
At the end of a year they had twenty-eight English 
pounds,: $140 in American money. It wasn’t much, 
but they believed it to be enough to take the first 
step in their plan. 

A store was opened in an old warehouse basement 
on Toad Lane on the night of December 21, 1844. 
Its meager stock could have been hauled home in one 
large wheelbarrow. It consisted of sugar, oatmeal, 
flour, butter, and candles. The total value was $70. 
When the shutters were taken down for the opening, 
rowdy street urchins shouted their derision. The 
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“ow’d weavers’ shop” wasn’t much of a store. In 
the beginning it was open for business two nights a 
week and the clerking was done by unpaid volunteers. 

It was many months before the business was large 
enough to justify its staying open for six days in the 
week with a full time manager in charge but eventu- 
ally that day came. The store grew as if it had within 
itself something of the strange power of a fertilized 
cell to grow into an active self-directing organism. 
At the end of the first year the membership had 
grown to seventy-four; the capital to $900. The first 
annual report contained the cheerful news that 
$3,500 had trickled across the counter and a net 
saving of $160 achieved. 

Robert Owen passed away in 1858, probably 
without ever having heard of the Rochdale society. 
But three years later its membership totaled two 
thousand families, and the capital $75,000. When 
the golden jubilee of the opening of the store was 
celebrated in 1894, membership was twelve thousand 
and the annual volume of business $1,500,000. 

The Pioneers were not only great dreamers ; they 
were also successful businessmen. Success did not 
come, however, without some difficulties. As early 
as 1850 a crisis developed which all but carried their 
venture down the road which Owen’s co-operative 
villages had taken. Mild achievement brought am- 
bitions for expansion, so at the turn of the half- 
century the society decided to buy a flour mill. It 
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looked like a means of taking them one step further 
into the program they had cut out for themselves. 
However, they failed to take account of all the 
factors involved. 

First, it is one thing to manufacture a product: it 
is another to market it. The mill made much more 
flour than the store needed to supply its customers 
and it wasn’t an easy matter to dispose of the sur- 
plus. Private merchants weren’t overly eager to buy 
from an organization maintaining a retail outlet in 
competition with them. Second, people do not always 
like what is good for them. The Pioneers resolved 
in the very beginning to handle only good quality 
products which were neither doctored nor adulter- 
ated. The flour which the mill produced was slightly 
yellow — as is all unbleached flour. But the house- 
wives of Rochdale had bought flour bleached with 
alum for so long that they had little use for the 
yellowish stuff now offered them. Only time and 
education made a place for unbleached flour on the 
tables of Rochdale consumers. 

For three years the mill produced excellent flour 
and husky financial losses — losses which frightened 
the faint-hearted and set the tongues of calamity 
prophets to wagging. Capital began to be withdrawn 
from the society; members threatened to withdraw. 
But, at last, with the help of other groups who were 
copying their methods a market for the surplus was 
found and the mill became a paying proposition. 
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Reserves, wisely set aside during the first years of 
operation of the store, were sufficient to absorb the 
losses on this first experiment in manufacturing. The 
storm blew over and was forgotten. Years brought 
increasing confidence in the whole enterprise. Faith, 
business volume, capital investment, and membership 
in the society grew together. 

The organization of the Rochdale Pioneers was 
the beginning of Consumers Co-operation, a develop- 
ment which slowly envelops the world. The move- 
ment is active in practically every country on the 
globe. Wherever it is found it is creating a new class 
of property owners. Its membership today is not 
known exactly but it is pretty safe to say that not less 
than 65,000,000 families are identified with it. 

The Rochdale society was not England’s first co- 
operative. It was not even the first to attempt the 
operation of a store. Between the years 1828 and 
1832 there arose in Great Britain what is known as 
the Union Shop movement. Its guiding spirit was a 
London physician named William King. Dr. King 
ministered to working-class families. He saw their 
suffering and their frequent illnesses — caused so 
largely by their poverty. He became deeply concerned 
about the conditions which the industrial revolution 
had created and, like Owen, wanted to do something 
about them. He was a disciple of the first great 
prophet of modern times but not subservient to his 
thinking. He attached greater importance to con- 
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sumer action. Perhaps his experience as a physician 
made him much more conscious of the need for better 
food and clothing in poor families than "was Owen, 
the successful producer. Perhaps he saw in the opera- 
tion of something as simple as a store, a technique 
that was within the range of the ability of English 
laborers. Anyway, he did encourage the co-operative 
ownership of stores by consumers as a means by 
which the poor could do something toward helping 
themselves. 

By 1830 there were one hundred and seventy 
Union Shops scattered over England. A Union Shop 
was a society of workers organized as consumers. 
By 1832 the number had grown to four hundred. 
Dr. King published a magazine called The Co- 
operator in which he encouraged these organizations 
and tried his best to guide them to success. Many 
thoughtful people felt that the Union Shops were 
destined to play an important role in the future of 
the nation’s poorer people. But the next two years 
shattered their dreams. One by one the stores began 
to collapse. By 1835 only here and there among the 
Scotch and North Englanders were Union Shops to 
be found. The rest had failed. The few that did 
survive were forgotten and rediscovered by a later 
generation, made store-conscious by the Rochdale 
success. 

There were several causes which contributed to 
the collapse of the Union Shops. Those causes can 

4* 




CO-OPERATIVES IN AMERICA 


be summed up in a single word — inexperience. Store- 
keeping had for generations been wholly a matter of 
private enterprise. No one knew how to make it a 
social undertaking. King, and the other intellectuals 
who assisted in giving the movement leadership, were 
as completely in the dark about organizational 
techniques as those whom they attempted to help. 

Some of the Union Shops failed because they did a 
credit business; some because they became involved 
in price wars with richer and wiser competitors. Not 
a few were destroyed by inner strife brought on by 
efforts to control the religion, morals, and politics 
of members. Some were robbed by directors and 
managers who stole their funds — taking advantage 
of the fact that these organizations had no legal 
standing and hence no protection under the law. 
Some were destroyed by their very prosperity. They 
made money but had no acceptable way of distribut- 
ing the funds created. A part paid dividends on 
shares as did the ordinary business firm. The primary 
interest of shareholders came to center on dividends 
and all co-operative features were forgotten. Other 
groups used their profits to set up manufacturing en- 
terprises in which members were given employment. 
In these, jealousy arose between those who were 
given work and those who wanted it. A number of 
the Union Shops had permitted men to vote accord- 
ing to the number of shares they held. If they were 
prosperous the larger shareholders eventually gained 
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control and operated the business for their own 
personal advantage. 

The Rochdale Pioneers succeeded because of their 
canny ability to profit by the mistakes of others. 
They knew the Union Shop movement and had the 
intelligence to learn from its failures. 

They refused to be political, religious, or moral 
partisans. If they had insisted on allegiance to any 
political or religious creed as a qualification for mem- 
bership they would have had the merriest kind of 
dog fight in the very beginning. Among the original 
twenty-eight were Owenites, Christian Socialists, 
Chartists, and even ardent temperance advocates. 
Toleration was essential to the very life of their 
organization. They practiced the principle of re- 
ligious and political neutrality from the very begin- 
ning. It remained their practice through the passing 
years. 

In order to avoid price wars they decided to 
charge the current market prices on the goods they 
sold. They avoided the pitfalls of a credit business 
by insisting on cash trading. In order that members 
might be kept accurately informed as to the affairs 
of the business they insisted on frequent and regular 
audits of the books. 

Control was placed in the hands of a board of 
directors, democratically elected by the membership. 
Each member was allowed but one vote in all elec- 
tions and only those who would take the trouble to 
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attend meetings were allowed the franchise. Proxy 
voting was not permitted. 

They believed that those who created the capital 
for the operation of their business should have some 
reward for so doing. That reward they set at five 
per cent interest, which was the current rate. 

What to do with earnings above five per cent on 
capital was a tough problem. The mistakes of the 
Union Shops were very fresh in their memory. And 
yet to find a detour around them was not easy. There 
were no precedents to guide them. Something new 
was necessary. Originality is rare indeed. Long hours 
of discussion simply took them back over familiar 
paths. Finally one of their number had a h^ppy 
thought: why not give back the earnings to the 
patrons of the business on the basis of their patron- 
age? After all the patrons created the earnings. Each 
patron contributed to them in exact proportion to 
the amount he purchased through the society. The 
problem was solved. This simple scheme was 
adopted. It was freighted with great wisdom. 

This method of distributing earnings was the one 
original thing in the Rochdale formula. Their other 
practices had precedents in the varied experiments 
of the Union Shop movement. It is extremely doubt- 
ful if any other method would have worked. It had 
the double virtue of being thoroughly just and of 
giving those who supported the store, a tangible in- 
hand reward for faithful support. The patronage 
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refund is rooted in human realism. It appeals at once 
to man’s sense of fairness and to his self-interest. 

Also the Pioneers had the foresight to see that 
an intelligent membership is essential to the proper 
functioning of democratic group effort. Though most 
of them were illiterate, they had no boorish disrespect 
for knowledge. Rather they were determined to 
equip themselves intellectually for the role which 
they hoped to play in changing the status of the 
exploited laborer. Accordingly, they determined from 
the very beginning that their co-operative society 
should also be an educational institution. They used 
some of the earnings of the business for the main- 
tenance of a library and a reading room. They con- 
stantly sought to make themselves and others 
intelligent about their business, general economics, 
and the social order in which they lived. 

The Rochdale practices have long since been 
worked into a simple code of behavior for consumers’ 
co-operative societies. The laws of this code are 
usually given as follows : 

First, there are four rules called the Fundamental 
Principles of Consumers’ Co-operation. 

(i.) Democratic control. That means one vote 
per member without regard to the number of shares 
held. Owning one share or ten makes no difference 
in control. Members vote as persons, and not as 
owners of a given portion of the capital. 

(2.) Returns to capital shall not be more than 
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the minimum prevailing rate of interest. Dividends 
do not go skyrocketing with earnings. The Pioneers 
set the interest rate at five per cent but the percentage 
is left to the discretion of the members of each so- 
ciety. This principle eliminates speculation. Co- 
operative shares do not fluctuate in value with earn- 
ings. 

(3.) After operating expenses are paid, reserves 
and education cared for, interest paid, the remainder 
of earnings are distributed to patrons on the basis 
of patronage. The one who spends the most with a 
society gets the most in return. 

(4.) Open membership. No one shall be denied 
membership in a co-operative society unless it is 
known he wishes to join for the purpose of making 
trouble for the organization. 

With these principles go certain methods which 
are sometimes called the Methods of Consumers * 
Co-operation; sometimes the Secondary Principles of 
Consumers * Co-operation. 

(1.) Political and religious neutrality. Members 
shall be left free to support any or no political or 
religious sect as conscience dictates. 

(2.) Non-members may buy their way into mem- 
bership. They may do it by purchasing a share of 
stock or by simply giving their trade to the organiza- 
tion. Non-members often receive their portion of the 
patrons’ refund in terms of credit toward their initial 
shares. As soon as the refund equals the value of a 
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share of stock the patron automatically becomes a 
member with full voting privileges. 

(3.) A portion of the earnings shall be spent for 
the education of members and non-members. Usually, 
though not always, education is confined to spreading 
knowledge of the techniques, philosophy, and history 
of co-operation. 

(4.) Labor shall be fairly treated. Every effort 
is put forth to make working conditions as ideal as 
circumstances will permit. 

(5.) Business shall be done for cash. 

(6.) Current market prices shall be charged. 

(7.) Adequate reserves for depreciation, expan- 
sion, and unforeseen difficulties shall be regularly set 
aside. 

(8.) Where possible, co-operative societies shall 
combine their strength in democratic associations for 
the purposes of wholesaling, manufacturing, and pro- 
viding services too large to be undertaken by local 
organizations. 

These things combined with intelligent manage- 
ment were responsible for the success of the Roch- 
dale Pioneers. Experience has proven the soundness 
of their building. Where these principles have been 
violated failure has resulted. Where they have been 
adhered to, other groups have been able to achieve 
similar successes. 

Between the years 1879 and 1889 eight hundred 
forty-four co-operative societies failed in England. 
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Those failures were largely the result of violation of 
some part of the above code. Similar failures else- 
where have largely been due to the same cause. In 
the hard school of experience men have learned the 
necessity of strict adherence to Rochdale practice. 
It is essential to success. 


48 




CHAPTER IV 


Progress 


Nothing succeeds like success. As soon as the 
Pioneers had demonstrated that co-operatively 
owned stores were a practical possibility, the dis- 
tressed workers of other communities began to or- 
ganize societies. During 1847 a °d 1848 stores were 
started in a number of nearby towns: Bacup, Tod- 
morden, Leigh, Salford, Padiham, and Middletown. 
These were all in north England not far from the 
Scottish border. Perhaps it took the English ability 
to muddle through, influenced by the thrift of the 
Scotch, to make a success of the plodding idea that 
organizing co-operative stores had something to do 
with changing the status of those who earn their 
bread by the sweat of their brow. 

By 1852 there were one hundred and thirty so- 
cieties in north England and the Scottish Midlands. 
Some of these operated on the Rochdale plan; some 
did not. Some were the isolated survivors of the 
Union Shop debacle. They were all small. Their 
average membership was fifty. Rochdale stood head 
and shoulders above the rest with its six hundred. 
By. i860 all were operating on the Rochdale plan. 
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Three years later the total number of societies was 
four hundred twenty-six. 

The years since 1850 had witnessed a growing 
sense of common purpose among them. In ’63 the 
first steps were taken toward setting up a com- 
mercial federation for furthering mutual ends. The 
Rochdale society took the lead in calling together 
representatives of tKe various local groups for the 
discussion of common problems. From that time 
onwards such conferences were a regular feature of 
the co-operative calendar. The sense of unity ripened 
into the conviction that co-operation between co- 
operatives might have in it greater possibilities than 
just the exchange of ideas. A buying federation was 
the logical next move. 

The steps by which this idea took form cannot 
be accurately traced. As early as 1859 William 
Cooper of Rochdale suggested that the Pioneers 
might undertake to act as a wholesaling agent for 
some of the nearby smaller societies. A small group 
of experienced store founders considered the idea of 
a co-operative wholesale in i860. That year wit- 
nessed the establishment of a little news sheet called 
The Co-operator which advocated the establish- 
ment of such a central organization. 

At a meeting held on Good Friday in 1863 the 
representatives of some of the leading organizations 
committed themselves to the creation of “The North 
of England Co-operative Wholesale Agency and 
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Depot Society, Limited.” By the close of the year the 
wholesale society — burdened with its sonorous name 
— had been organized. Business operation began in 
1864. 

Five years of thinking, planning, and hard work 
were behind the formation of the wholesale but its 
first years did not altogether justify the roseate 
dreams of its founders. It was the creation of men 
whose vision encompassed the coming years. Not all 
members of local societies were interested in the 
future. Most of them were much more concerned 
with the immediate task of keeping their retail en- 
terprises on an even keel. Store managers, who had 
gotten used to bargaining with private wholesales 
and had developed pride in their ability to haggle 
in the general market, did not feel very great en- 
thusiasm for giving the bulk of their trade to this 
new organization. The first report and balance sheet 
of the wholesale showed that only fifty-four societies 
had become shareholders in it and but thirty-two of 
those had bothered to send delegates to the semi- 
annual meeting. 

But though the existing provincialism and back- 
wardness of societies and managers slowed up 
growth, it did not check it. 1866 saw the turnover 
of the wholesale pass the million dollar mark. The 
success of that year’s business was the turning point. 
The next year business jumped fifty per cent and saw 
two hundred and fifty societies in active support of it. 
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Then came home building. At a cost of $20,000 a 
six-story headquarters building was erected at the 
corner of Balloon Street and Garden in Manchester. 
Early in 1869 it was dedicated with fitting cere- 
monies. 

It was a modest step forward in the quiet assump- 
tion of property ownership by people of small means 
— whose sole economic power lay in the shillings they 
traded across the counters of retail stores. 

In 1868 the Scotch followed in the footsteps of 
their English cousins. They founded a wholesale 
society at Glasgow. 

In the meantime the societies of northeast Eng- 
land were complaining about the distance from Man- 
chester to the river Tyne. They wanted wholesaling 
service nearer home. They persuaded the wholesale’s 
board of directors to establish a branch at New- 
castle. They promised faithful and loyal support, and 
gave it. The branch opened with three employees 
in May, 1872. The first year’s business topped 
$750,000. On January 2, 1874, a $65,000 home for 
the Newcastle offices and warehouses was opened. 

By that year the number of co-operative stores in 
England had grown to nearly nine hundred. The 
aggregate membership was three hundred thousand 
families; the invested capital $15,000,000; the 
annual sales $50,000,000; net earnings $4,500,000. 
Scotland had two hundred stores, fifty thousand 
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members; sales totaled $7,500,000; net earnings 
were $700,000; the capital invested $1,250,000. 

Manufacturing was the next step. The first 
products were biscuits and sweets. A factory was 
purchased by the wholesale in 1873. Headaches for 
the management and losses were the first results of 
this venture. The machinery of the factory was anti- 
quated and had to be modernized. Experienced 
management was hard to find. It took three years 
to get the venture on a paying basis but at last the 
Crumpsall Biscuit works became a satisfactory part 
of the co-operative empire. Boot and shoe manu- 
facturing got under way in a rented factory the same 
year the biscuit factory was purchased. This worked 
out very well from the start. The plant was pur- 
chased in 1874 and enlarged a year later. A com- 
mittee report given in December 1876 boasts of 
producing 8,000 pairs of shoes a week with an em- 
ployee group of over four hundred. Soap manufac- 
turing started in 1874. 

Thirty years after the opening of the Toad Lane 
store at Rochdale saw the co-operators well launched 
into the field of production. Another part of the 
Pioneers’ program had become a reality. It had not 
come quite as they visualized it. Manufacturing had 
not been undertaken primarily to provide employ- 
ment for unemployed co-operators. The plants were 
not owned by the Rochdale society alone. These 
factories were started for the purpose of making 
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goods for consumers; they were owned by the co- 
operative wholesale society which was in turn 
owned by the eight hundred local co-operatives scat- 
tered across England. A third of a million families 
were represented in those local groups. The com- 
bined resources of those families did make it pos- 
sible for them to join the ranks of owners of business 
and industry. They were building themselves an 
economic empire. 

Another conquest came in 1876. The sea has a 
peculiar significance for the Britisher. Ruling the 
waves is an old custom with the people of Great 
Britain. Co-operators decided to share in that rule. 
They had reason to complain of the treatment given 
them by shipping companies so they bought the S.S. 
Plover , a little vessel of 250 tons. They found that 
ruling the waves secured for them many favors. The 
railroads lowered freight rates; continental mer- 
chants gave better prices. The Plover greeted a sister 
ship in 1879 — the S.S. Pioneer of 650 tons. The 
Cambrian was added to the fleet in 1881. 

The private shipping interests were greatly irri- 
tated by this invasion of their economic realm. A 
price war was declared. The co-operative whole- 
sale decided to fight it out. A fourth ship was pur- 
chased. Shipping magnates openly expressed their 
contempt toward “working men butting in on some- 
thing they knew nothing about.” This but steeled the 
resolve of the co-operators to see the scrap through. 
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They cheerfully wrote off their losses until the 
“interests” sued for peace. An economic war had 
been waged and won. Vessel after vessel was added 
with the passing of time until a fleet of eleven ships 
carried goods for the co-operatives. Most of the 
boats were sold early in the present century because 
of changed conditions in the shipping trade. But the 
disinherited commoners had had a taste of ship- 
owning and they liked it. 

It is interesting to note that in 1894, when Man- 
chester was made a seaport by the completion of an 
expensive shipping canal to the ocean, the S.S. 
Pioneer was the first vessel to dock at the pier. The 
first cargo landed in Manchester, the seaport, was 
sugar from Rouen — imported for the tables of the 
working class. When the Pioneer was lashed to the 
dock, the Mayor of Salford was among those who 
stepped aboard to extend congratulations to the 
captain. 

That incident is a symbol of the growing favor 
which co-operators enjoyed in the eyes of politicians. 
The Rochdale society had begun business in 1844 
under the Friendly Societies Act of 1836. That act 
declared that such societies should do business only 
with members. The co-operators disregarded the 
provision. Their practice was made legal in 1852 by 
the passage of the Industrial and Provident Acts. 
In 1862 the bill was further amended at the request 
of co-operators in order to make legal the proposed 
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wholesale. Its amendment was materially aided by 
the reading of co-operative records in Parliament. 
The law makers were signally impressed with the 
cold facts and figures of business success. These acts 
were revised again in 1876 when the wholesale 
wanted to open a banking department. Those who 
own property are listened to in the halls of govern- 
ment. 

Banking as a co-operative enterprise was first un- 
dertaken seriously in 1872. In that year a group of 
the northern societies organized an independent 
bank. Four years later it failed through mismanage- 
ment. Following the revision of co-operative law in 
the year of this failure the wholesale set up a bank- 
ing department of its own. This second venture, be- 
gun with some misgivings, was successful from the 
very start. Co-operatives the country over used it as 
a depository for funds. Individual co-operators car- 
ried accounts with it. Credit was made available to 
societies needing it. The entire movement found the 
new bank a great source of economic strength. 

Flour milling was one of the first manufacturing 
processes undertaken by co-operative societies. At- 
tention has already been called to the first Rochdale 
venture in this field. Other societies likewise went 
into it. Some of the larger ones owned mills in- 
dividually. In other cases federations of small groups 
were created and the mills were owned by the 
federations. By 1880 there were between thirty and 
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forty of these small co-operatively owned mills. Until 
that time the wholesale, out of respect for local 
enterprises, had kept out of the milling field. But 
gradually it became apparent that flour milling was 
becoming a big business. Profit-making corporations 
were erecting plants capable of turning out hundreds 
of sacks a day. The small mills were not able to 
compete with these industrial Goliaths. Only one 
co-operative organization was big enough to under- 
take milling on the scale which the new conditions 
demanded. That was the wholesale. In 1886 the 
representatives of local societies, assembled in 
annual meeting, passed a resolution empowering the 
directors to build a plant. 

They moved slowly at first, realizing the im- 
portance of a good location with needed rail and 
water transportation. They finally chose a site near 
Dunston on the Tyne. It was purchased and work 
started preparing the ground for the erection of the 
mill. In 1889 the need for it became suddenly urgent. 
Private manufacturers had set afoot plans for the 
creation of a national flour trust which would include 
all the large mills from Humber to the Tweed. The 
co-operators did not propose to be at the tender 
mercies of any such combination. They pushed their 
own project with renewed energy and at a cost of 
' $600,000 built a plant having a capacity of forty 
sacks per hour. It was formally opened April 18, 
1891, with great jubilation. 
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In spite of its elaborate birthday party it pro- 
ceeded forthwith to lose money for its owners. At 
the end of four years the losses totaled $150,000. 
This was not altogether the fault of the manage- 
ment. The wheat market of the world had gone 
chaotic and there was no controlling it. When the 
market finally settled down the mill began to make 
money and continued to do so for long years. 

Large as was the Dunston mill it was all too small 
to meet the co-operative market for flour. The whole- 
sale continued to import great quantities of this 
household necessity. A second and larger plant was 
ready for work in 1900. No celebration was held 
when its wheels started turning. The deficits piled 
up by the first venture were too fresh in the memory. 
The third and fourth mills came in 1902 and 1910. 
When the wholesale — whose name had in the mean- 
time been shortened to Co-operative Wholesale 
Society and popularly abbreviated to C.W.S. — cele- 
brated its Golden Jubilee in 1913, the mills which 
it owned were turning out two hundred fifty sacks of 
flour each hour of the day and night. 

Through the succeeding years the C.W.S. has 
steadily expanded. It is today the largest single food 
distributing business in the world. Its flour mills are 
the largest and most modern in the Empire; its tex- 
tile factories hold a like position. It owns nearly one 
hundred and fifty manufacturing enterprises. These 
turn out not only food and clothing but automobiles 
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and radios as well. Its properties include 30,000 
acres of tea plantations in India and Ceylon, olive 
farms m Africa, acres and acres of farm land in 
England, producing food and drink for the 8,000,000 
families which are now a part of the English con- 
sumers’ co-operative movement. The banking de- 
partment is fourth in financial strength to the Bank 
of England. The general insurance department, es- 
tablished in 1898, is writing one-half the insurance 
of the nation. 

This steady growth of the wholesale must be 
thought of as a result. The cause was the steady 
expansion of local consumers’ societies. It buys only 
for them, manufactures only for their needs. The 
central organization is their property and dedicated 
to their service. Across the counters of the retail 
stores moves an eighth of England’s retail business. 
To an ever increasing degree the local societies are 
providing members with all the goods and service 
important for good human living. The movement 
started in a grocery store. It did not end there. 
The services which it provides now include food, 
clothing, furniture, automobiles, medicine, home 
construction, furniture, jewelry, fuel, drugs, credit, 
insurance, and even undertaking. In a slow, plodding 
fashion the consumers have been expanding their 
control over the means of production and distribu- 
tion. 
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The Learned Can Be Wrong 


The last two chapters have been misleading. 
They have given the impression that the consumers’ 
co-operative movement had a steady and unchecked 
growth — unattended by the usual problems and con- 
troversies which go along with the ordinary develop- 
ment of human institutions. Such certainly was not 
the case. During the first half-century it grew when 
even some of its friends questioned its right to a 
place in the sun. The movement owes a debt of 
gratitude to Robert Owen for effectively proclaiming 
the necessity of social control of machines. But it 
took fifty years for it to recover from Owen. 

He glorified man’s role as a producer. He sin- 
cerely hoped for the day when workers in factories 
would own them. It was inevitable that he should 
think in those terms. Back of him lay the centuries 
of hand production in which the men who produced 
owned their own tools. The shoemaker had been 
owner of his awl and last, the weaver his loom, the 
spinner his wheel, the smith his forge and anvil. 
Machine production made these hand tools relics. 
Those who worked with them became laborers in 
factories which other men owned. Owen wanted to 
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restore the possession of the tools of production 
to those who were the producers. He saw that col- 
lective ownership of machines was necessary to this 
end. He wanted to substitute collective ownership 
of machines for the former private ownership of 
hand tools. This, for him, was the way to restore 
labor to its former dignity. 

He attached some value to having the workers 
own their own stores but he had no large sympathy 
with grocery store co-operation. It was a good 
method of making a meager income go further — 
nothing more. It was just a penny-saving device. Pro- 
ducers’ co-operation was the pure form. All other 
forms of collective enterprise were subordinate to it. 

Most of the immediate followers of Owen shared 
his point of view. The Rochdale Pioneers probably 
accepted his general idea. There is evidence that 
they started with a store because they realized that 
it was all their meager resources made possible. 
They may have felt that the store would create sav- 
ings sufficient to establish a producers’ organization. 
The haste with which they rushed into the purchase 
of a flour mill with a producing capacity far beyond 
their immediate needs indicated their basic producer 
interest. It is, of course, impossible to determine 
accurately their motives and purposes. Their meager 
records — mostly minutes of their meetings — leave 
much to conjecture. It is difficult indeed to read the 
events of the past with the mind of the past. 
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The mantle of Robert Owen fell at his death upon 
a group known as the Christian Socialists. They 
were churchmen who shared his concern over the 
state of the nation but who did not share his antag- 
onism to Christianity. Charles Kingsley and Thomas 
Hughes were the best known of their number. All 
were men of education and ability. 

They were thoroughly enamored with Owen’s 
idea about worker ownership. They, like him, 
preached it in season and out. Laborers should own 
the machines they tended and use the profits of pro- 
duction for mutual benefit. One of them states their 
point of view in these words: “Theoretically the 
idea we endeavored to spread was the conception of 
workers as brethren — of work as coming from a 
brotherhood of men associated for their common 
benefit — who therefore rejected any notion of 
competition with each other as inconsistent with the 
true form of society. And without formally preach- 
ing communism, we sought to form industrial estab- 
lishments communistic in feeling, of which it should 
be the aim, while paying ordinary wages and in- 
terest ... to apply the profits of the business in ways 
conducive to the common advantage of the body of 
those whose work produced them.” 

When the magazine The Co-operator appeared in 
i860 the Christian Socialists dominated its editorial 
policies. When the Co-operative Union was formed 
— a federation of societies organized for spreading 
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co-operative propaganda and for fighting the legis- 
lative battles of the movement — the Christian So- 
cialists were prominent in it. One of their number, 
Vansittart Neale, was its executive secretary for 
many years. 

It is interesting to note that the intellectual lead- 
ers of the Union, whose membership was largely 
made up of consumers’ societies, were for half a 
century men whose primary interest was in promot- 
ing another type of economic action. 

Owen and his Christian disciples had an excellent 
idea. There was only one thing wrong with it: it 
wouldn’t work. These men organized many societies 
of producers. They invested capital in them; lauded 
them as being the highest form of co-operation. But 
such societies had a most disagreeable habit of fail- 
ing. All the idealism of the Christian Socialists could 
not keep such enterprises on an even keel. Workers’ 
co-operatives simply refused to stay solvent. 

Faith has a strange habit of persisting in spite of 
evidence. These men were not at all discouraged by 
the failure of one after another of their pet schemes. 
They were constantly at work promoting new ones 
to replace those that expired. 

The directors of the co-operative wholesale were, 
during the early years, completely dominated by 
Christian Socialist ideas. As a result the wholesale 
subscribed time after time to stock in producers’ or- 
ganizations. Not a single voice was raised in protest 
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against such appropriations. The co-operators were 
all orthodox Owenites. 

They did not all remain so, however. Deficits are 
hard to argue with. As the directors saw wholesale 
funds lost time after time, skepticism began to de- 
velop. Enthusiasm for investment in producers’ 
co-operatives began to wane. As enthusiasm cooled, 
hot arguments appeared in the co-operative press. 
The board rooms of store societies rang with heated 
discussions. 

Further fat was added to the flames when the 
C.W.S. started production on its own account. The 
Christian Socialists were very suspicious of this 
process. The organized consumers were invading a 
field which ought to be kept sacred for “pure” types 
of co-operatives. For the wholesale to take such 
action was in their eyes treason to the fundamental 
purposes of co-operation. 

When it became apparent that the wholesale 
would persist in its heresy, schemes for having the 
workers share in profits and in management were 
brought forward. The wholesale directors tried and 
rejected them because they failed to work in practice. 
A divided managerial responsibility was simply im- 
practical. With the abandonment of these schemes 
came louder protests from sincere men who believed 
that man, the worker, was more important than man, 
the consumer. 

In 1874 there came to the presidency of the 
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wholesale a quiet man by the name of John T. W. 
Mitchell. He was the first to challenge seriously the 
dominant Owenite philosophy of some of his asso- 
ciates. He lacked all the advantages of formal edu- 
cation which some of his antagonists had enjoyed. 
He was born of obscure parentage in the back of a 
saloon. He received most of his schooling in a Con- 
gregational Sunday.School of Rochdale. But he had 
native wit and the intelligence to grasp the basic facts 
of a situation. Co-operation was a passion with him 
— but a passion disciplined by a mind that refused 
to ignore results and the stubborn testimony of 
balance sheets. He defended the moral right of con- 
sumers to control their own affairs. He stood at the 
fore in many heated debates in congresses of the 
Co-operative Union and in conferences of C.W.S. 
directors. 

The Christian Socialists, with the eloquence and 
the studied phrases of school-trained men, spoke of 
the sacred rights of labor. Mitchell took his stand 
on an ancient platform of Adam Smith, “Consump- 
tion is the sole end of all production : and the interest 
of the producer ought to be attended to only so far 
as it may be necessary for promoting that of the 
consumer.” He insisted that consumers were the 
whole public, while workers were only a portion of 
the public. The interest of the whole ought to be set 
above the interest of a part. 

Mitchell and his opponents were alike perfectly 
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sincere in their contentions but events fought the 
battle for him. The consumers’ movement grew and 
got things done. The producers’ associations con- 
sistently failed. Finally, when Mitchell was within 
three years of the end of an eventful, useful life, a 
new champion arose to defend his point of view — 
a woman, Beatrice Potter, who later became Mrs. 
Sidney Webb. In 1891 she published a book, The 
Co-operative Movement in Great Britain, which was 
simply a marshaling of the evidence. She laid to 
public view the record of the two types of organi- 
zation: producers and consumers. Facts triumphed 
over the eloquence and persistent faith of the 
Christian Socialists. The dominant idea of Owen 
had run its course so far as the co-operative move- 
ment of Great Britain was concerned. 

His basic conception was tried in the crucible of 
experience and found wanting. The co-operative 
store which he held to be of minor significance to 
the desires of the meek to become property owners 
proved itself to be all important. . 

With that controversy settled the co-operative 
movement became self-conscious. It had come to 
know its own power and to see its own purpose. 
Maturity replaced the strain and stress of adoles- 
cence. Time and energy, which had been spent in 
endless debate and in chasing after the unattainable, 
was now harnessed to an expanding program of 
economic conquest. Co-operation moved forward to 
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its present place in the economic life of England. 
The nation whose inventors ushered mankind into 
a new economic era gave the world a business 
technique by which machines can be harnessed to the 
task of satisfying human hungers. 




CHAPTER VI 


Around the World 


Consumers’ co-operation arose amid the social 
unrest which followed the wars of Napoleon. It was 
the child of the Industrial Revolution. It was the 
result of a search for a pattern of business organi- 
zation which would properly distribute the riches 
machine production helped create. It came first in 
England because the Industrial Revolution began 
there. 

However, it is not an English movement. As the 
modern techniques of production spread around the 
world the economic problems which it created spread 
with it. Out of the efforts to solve them came like 
results — consumers’ co-operatives followed the spin- 
ning jenny, the power loom, the steam engine, when 
they went globe trotting. Scotland established her 
first Rochdale co-operative society in 1851. Denmark 
and Russia followed fifteen years later. Sweden tried 
in the sixties but couldn’t make the idea work until 
the present century. Finland had a like experience. 
France had successful stores as early as 1885. 

Iceland, Switzerland, Belgium, Hungary, Jugo- 
slavia, Norway, Holland, Estonia, Lithuania, Bul- 
garia, Italy, Greece,’ Poland, Rumania, Spain, 
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Portugal, Argentina, Mexico, Australia, New Zea- 
land, India, Japan, China, Palestine, Canada, South 
Africa, Turkey, Armenia, Egypt, and the United 
States all had important co-operative movements 
when the present war began. 

Some of these countries have made economic his- 
tory. The story of Sweden’s conquest of recurring 
depressions, of Finland’s growing peace and security 
for the masses of her people had become good news 
in a world of gloom. Denmark has written a saga of 
heroic economic and cultural achievement. Hers is 
the tale of a small nation, defeated in war, with 
meager natural resources, rising to social greatness 
in a generation. In thirty-five years she revolution- 
ized her business life, reduced farm tenancy from 
fifty per cent to five, and has made security and 
culture available to all her people. 

Iceland is the most completely co-operative 
country in the world and she has the smallest per- 
centage of illiteracy of any nation on the globe. In 
Belgium the movement has been an important factor 
in making it possible for her to support Europe’s 
greatest density of population. The Swiss have used 
co-operation as a technique for making good living 
possible in a mountainous region. The common 
people of Russia have managed to build a powerful 
movement in spite of the opposition of the Tsars, 
war,* revolution, and the excesses of her state so- 
cialism. Even saber-rattling Mussolini has bowed to 
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economic realities and permitted the Italians to co- 
operate as consumers to provide themselves with 
food, shelter, and clothing. 

The present rulers of Nazi Germany seem to 
stand alone in their aggressive hostility to the co- 
operative method of organizing business. The 
spread of their power has been a body blow to the 
European movement. Many sections of it are com- 
pletely prostrate. Time and time alone will reveal 
their ultimate fate. 

All the countries mentioned had co-operative 
wholesales. Many have seen the consumers going 
far in manufacturing things for themselves. 

The co-operators of the world are . united in an 
international, interracial fellowship called the In- 
ternational Co-operative Alliance. 

The idea of some such organization was germane 
with Robert Owen. In 1835 he founded an Asso- 
ciation of All Classes of All Nations. By 1836 it 
had two hundred seven members — all residents of 
London. Owen defined the objective of the organiza- 
tion in the following terms: “The object of the 
association is to effect peaceably and by reason alone 
an entire change in the character and condition of 
mankind, by establishing over the world the principle 
and practice of the religion of charity for the con- 
victions, feelings, and conduct of all individuals, 
without distinction of sex, class, sect, party, country, 
or color combined with a well devised equitable and 
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natural system of united property . . . for producing 
and distributing in the best manner the best qualities 
of all kinds of wealth abundantly for all.” 

In 1837 he made a trip to Paris, Munich, and 
Vienna to interest others in his idea. But Owen’s 
dream was a spirit without a body. By 1879, how- 
ever, a sense of international co-operative fellowship 
had begun to grow. When the national congress of 
British societies was held at Whitsuntide, eighteen 
persons from other countries were present. The 
number included Dr. Edward Pfeiffer and Victor 
Aime Huber, co-operative pioneers of Germany; 
Professor Vigano, who initiated co-operation in 
Italy; Rev. H. Christian Sonne, father of the Danish 
development; Axel Krook, who tried in vain to in- 
terest the Swedes in the idea; and representatives 
from Switzerland and Greece. 

Further developments came in 1885. By that time 
the number of societies in France had become suffi- 
ciently large to make desirable the formation of a 
national federation. E. de Boyne was one of the 
guiding spirits in the French development. He had 
organized a successful local society at Nimes. He 
nurtured the idea of forming the French Co-opera- 
tive Union. When that organization was being born, 
he invited representatives of the English societies to 
come as fraternal delegates and give counsel and 
encouragement. This invitation was gladly accepted. 
The next year, 1886, de Boyne went to the English 
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congress and there proposed that an international 
union of co-operatives be formed. 

The proposal bore no immediate fruit. For one 
thing de Boyne himself had no clear idea of the 
function of such an organization. In the address 
presenting the matter he talked vaguely about the 
need for an international organization to arbitrate 
the disputes between employers and employees which 
were making the industrial world a great battle- 
ground. 

The International Alliance finally did get under 
way in 1895. The first congress was held in London 
beginning August 19. Earl Gray was the first chair- 
man of this consumers’ league of nations. French, 
Belgian, Dutch, Swiss, and Danish societies sent 
delegates. One American, L. O. Nelson, was present 
and was made a member of the provisional central 
committee. 

The first years of the Alliance were marked by 
controversy. The fight between the Christian So- 
cialists and John T. W. Mitchell in England was 
reflected in the international organization. In fact, 
the Christian Socialists took a leading part in creat- 
ing the Alliance for the very purpose of using it as 
an instrument for furthering their ideas. It was their 
last battle line in the hopeless defense of producers’ 
co-operation as the one right and exalted form of 
mutual aid. They asserted that only those business 
enterprises which shared earnings and management 
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with the laborers were true co-operatives and alto- 
gether righteous. In their opinion private businesses 
which maintained schemes of profit-sharing with 
labor were more to be desired than consumer-owned 
enterprises that did not. 

In accordance with this fixed and unshakable idea 
they sent out a call in 1892 to both co-operatives and 
interested individuals asking for an Alliance that 
would support the profit-sharing scheme: “We pro- 
pose that the alliance of which we invite formation, 
shall not be confined to co-operative societies or their 
members, but shall include all firms or companies 
which accept the principle of the participation of the 
worker in profit as part of their constitution or sys- 
tematic practice, and all persons, whether heads of 
industrial bodies or not, who signify their approval 
of this principle by becoming members of the 
alliance.” 

This proposal was toned down by 1895, but its 
basic idea was foremost in the minds of many who 
attended the first congress. In fact, the chairman, 
Earl Gray, declared in his opening address, “The 
question which will occupy our chief attention during 
this week is the consideration of how we can best 
promote in industrial enterprises the profit-sharing 
principle.” 

The fight over profit-sharing was not alone re- 
sponsible for making the early years of the Alliance 
a period of strain and stress. Its loose membership 
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requirements aggravated matters. All kinds of or- 
ganizations were admitted; consumers’ societies, 
agricultural marketing associations, producers’ co- 
operatives, and even profit-sharing private busi- 
nesses. This made for a lack of common purpose and 
common philosophy. Individuals were allowed to be- 
come members on payment of a contribution to the 
budget. This brought in a lunatic fringe — men with 
pet ideas, who by joining the Alliance could buy an 
audience which they could obtain in no other way. 
Much of the talking in early congresses was done 
by the latter group. 

Gradually, however, the growing power of the 
consumers’ societies made itself felt. The individual 
memberships were abolished and voting placed on a 
delegate representative basis. The continued failure 
of worker-owned co-operative production societies 
in England slowly silenced the advocates of profit- 
sharing. Leaders of consumers’ co-operatives were 
perfecting a philosophy which gave moral justifica- 
tion for a procedure which had shown itself to be 
sound in practice. 

Matters came to a head in 1904 at the congress 
of the Alliance held in Budapest. Hans Muller of 
the Swiss Co-operative Union closed an address on 
“The Organization of Consumers’ Societies in Rural 
and Semi-rural Districts” with these words: “Co- 
operation is an economic and social movement for 
liberty, which, by means of the organized building 
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up of a new order of the economic and social con- 
ditions on which our existence depends, aims at ob- 
taining both for the individual and the people at 
large, a great amount of independence. Therefore, 
whoever sincerely desires to promote the co-opera- 
tive movement in any respect whatever must never 
forget to banish the old state of dependency and to 
be most careful never to replace it by any similar 
institution.” 

A debate followed in which Dr. Muller asserted 
his firm belief that the end and goal of co-operation 
was the abolition of the dependence of the common 
people upon the institutions of capitalism for the 
goods necessary for abundant human living. Its de- 
sign and purpose was the building of a new social 
order in which the exploitation and inefficiencies of 
capitalism were no more. 

Conservatives were alarmed by such sentiments, 
but the Congress, as a whole, saw in Dr. Muller’s 
statement only a logical and clear-cut presentation 
of the basic purpose of the movement. 

Not only did this congress declare it the purpose 
of co-operatives to free the consumers from their 
dependence on capitalism; it also asserted that co- 
operatives should keep themselves free from de- 
pendence upon the state: asking and accepting no 
subsidies or loans from government. Representatives 
of agricultural marketing associations were offended 
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at this, for they loved to have their organizations 
sustained by public funds. 

The total result was the loss of some members. 
The marketing associations dropped out of the pic- 
ture as did some of the more conservative consum- 
ers’ groups — particularly the German. But the next 
few years saw the ranks filled with new organiza- 
tions having the philosophy of such leaders as Hans 
Muller. Unity of purpose replaced the divisions of 
the first years. Definiteness and decision took hold 
of the Alliance. It had achieved maturity. From 
1904 on it has been a consumers’ Internationale 
dedicated to giving the common man better access 
to food, shelter, and clothing. 

At the outbreak of the war forty countries were 
represented in the membership of the International 
Co-operative Alliance. Over 193,000 local societies 
having more than 70,000,000 shareholding mem- 
bers were included in its great fellowship. 

The Alliance is a people’s league of nations. It is 
not controlled by diplomats representing imperial- 
istic and warring governments but by those who see 
in collective activity as consumers a means of achiev- 
ing a better human society. Instead of plotting and 
counter-plotting in contests for position and power, 
the delegates at its congresses plan ways and means 
for making mutual aid more effective in economic 
processes. The needs of the common man are the 
same the world over. The basic hungers for food 
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and clothing, for adequate shelter, and some of the 
beauties and luxuries which make civilized living 
possible, are present in every race and nationality. 

When it began, the Alliance was primarily a fel- 
lowship of like-minded people who met for the pur- 
pose of swapping ideas and experiences. But even- 
tually the tie of common ownership gave torso and 
limbs to its spirit of brotherhood. International co- 
operative wholesaling became a reality. 

The English and Scottish Wholesales combined 
forces for the establishment of tea plantations in 
India and Ceylon. Danes, Finlanders, Swedes, and 
Norwegians created an international wholesale so- 
ciety with headquarters in Copenhagen. This or- 
ganization bound together the consumers of all four 
countries. The successful “Luma” electric light bulb 
factory was their common property. 

The Alliance assisted in the creation of the In- 
ternational Co-operative Trading Agency for the 
purpose of promoting trade between the co-opera- 
tives of various countries. It began operations in 
1924. Until the war greatly restricted its scope of 
' activity its annual volume had reached $20,000,000. 
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In Nineteenth Century America 


The factory system which so seriously disturbed 
the social and business life of England came to 
America very soon after it had gotten under way 
in the mother country. In 1789 a mechanic named 
Samuel Slater came to the New World bringing with 
him a first hand knowledge of the production 
methods developed by Hargreaves, Arkwright, and 
Watt. He bore neither blueprints nor drawings, for 
it was a criminal offense for anyone to carry out 
of England sketches or models of machinery. He 
carried his plans and models in his head. 

He built the first American mill at Pawtucket, 
Rhode Island, completing it on December 21, 1790. 
Sixteen years later he and a brother constructed 
large factories near Slaterville in the same state. By 
1810 the United States had over one hundred manu- 
facturing plants in operation, all of them erected 
according to Slater models. 

Thus machine production was smuggled into 
America. 

Its arrival brought suffering to American labor 
as it had to the English working men. Long hours, 
low wages, child labor became the rule. The writings 
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of Seth Luther and James Montgomery, first Ameri- 
can students of labor problems, bear witness. They 
report that working days were from twelve to fifteen 
hours in length; wages sixty-five to seventy cents. 
Sometimes the lash was used to stimulate produc- 
tion; not infrequently deductions were made from 
wages to support churches which pious employers 
required their employees to attend. In 1831 fifty- 
eight per cent of the factory workers of the indus- 
trial East were women and seven per cent children 
under twelve years of age. 

Against such conditions men revolted. A few in- 
tellectuals became apostles of Robert Owen. He 
came to America in 1824 to preach his doctrines 
and establish a co-operative village at New Har- 
mony, Indiana. His preachments moved some of the 
finest spirits in America to take up the battle for 
better conditions. Horace Mann began his great 
fight for free education. The Rev. George Ripley 
established the famous Brook Farm Colony in 1841 
which was an attempt to show the way to Utopia. 
The followers of Charles Fourier dotted the country 
with Phalanxes — operating on the principles of 
Owen’s co-operative villages and failing as consist- 
ently. 

The working people themselves created trade 
unions and political parties to fight for a ten-hour 
day and better wages. Strikes were by no means in- 
frequent. Most of this agitation got nowhere against 
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an indifferent public opinion. The population of 
America was predominantly rural and the farmers 
saw no sense in the demand for a ten-hour day. 
Clergymen preached against it on the grounds that 
men should be contented with their wages and on 
behalf of the glory of work and the dangers of idle- 
ness. Manufacturers opposed it for obvious reasons. 

One of the numerous labor organizations born 
previous to the American Civil War was the New 
England Workingmen’s Association, organized in 
Brahmin Boston in 1844. It was this group which 
first saw the possibilities of laborers bettering them- 
selves by working together as consumers. 

Shortly after its organization John Kaulback, a 
tailor, brought forward the suggestion that interest 
and attendance at meetings would be stimulated if 
the members formed a buying club, raised a little 
capital, and bought household necessities together. 
This was done. Substantial savings were made over 
regular store prices. 

The membership soon became so engrossed in the 
co-operative buying program that it overshadowed 
all other purposes of the Association. In 1845 a 
store was established as a means “of bettering the 
condition of the working class.” 

The management was instructed to sell at prices 
which would defray the actual costs of operations 
and pay a maximum of six per cent on invested capi- 
tal. Business was to be done for cash. Persons not of 
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“good moral character” or users of intoxicants were 
not permitted to own shares. 

The move seemed timely. The store flourished. 
By 1847 twelve groups of people were operating 
businesses on these principles. They banded them- 
selves together in what was called the Working- 
men’s Protective Union. Two years later the name 
was changed to New England Protective Union. By 
1850, 106 local Unions were operating stores. The 
83 whose records are known reported a combined 
capital of $72,000, a membership of 5,100, and sales 
totaling $650,000. In 1852, 167 reported a com- 
bined capital of $241,000 and sales of $1,696,000. 

The next year internal difficulties arose to plague 
the movement. The stores did much of their buying 
through the central purchasing agency in Boston, of 
which John Kaulback was manager. The agency was 
controlled by a “Board of Trade” on which the lo- 
cal Unions were represented. Certain groups were 
dissatisfied with Kaulback and persuaded the board 
of trade to discharge him. His friends resented this. 
They withdrew from the New England Protective 
Union and organized a rival organization called the 
American Protective Union. 

The new organization soon outgrew its parent. 
Four years after the split it boasted 327 local so- 
cieties whose total investment of $290,000 sup- 
ported an annual trade of $2,000,000. The 327 
stores were scattered in some ten different states. 

81 




CO-OPERATIVES IN AMERICA 


The New England Union had 63 active stores whose 
total capital and sales were about half those of its 
rival. 

1857 was high tide for the movement. In thirteen 
years over 700 local stores had been set up. Many 
failed, but most of them were able to liquidate in 
an orderly manner with their affairs in reasonable 
condition. Some 400 were carrying on what seemed 
a successful program of merchandising. 

1858 brought its conclusive evidence of decline. A 
few months of uncertain prices upset the calculations 
of managers and directors, discouraged the faint- 
hearted, and led directly to many liquidations. Com- 
peting business had learned to adjust its prices to 
Protective Union levels. This wiped out most of the 
apparent advantages to the consumers and caused 
many to lose interest. Finally the shadows of a great 
war diverted the attention of men and women from 
their bread and butter problems. Unit at a time, the 
movement waned. 

When the war was over, a few stores remained 
in existence. By 1890 only three were left: one at 
Natick, one at Worcester, in Massachusetts, and 
one at Salmon Falls, New Hampshire. 

America’s first great consumers’ co-operative ef- 
fort failed. It was inevitably so. The Protective 
Union had no precedents to guide it. Its leaders 
made a stab in the dark. The story of the Rochdale 
Pioneers was an untold tale. The saving device of 
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avoiding price wars by charging market prices and 
paying refunds to the consumers was then an ob- 
scure English invention. 

The Protective Unions were quite like the Union 
Shops promoted by Dr. King. They operated much 
like them and failed through similar mistakes. 
They did survive longer and grew larger. America 
did better with her first attempt at establishing con- 
sumer-owned stores than did England. Unfortu- 
nately, such cannot be said for later efforts. 

The first Rochdale co-operative established on 
American soil was located at Lawrence, Massachu- 
setts. It began operations in 1863 on a capital of 
$1,400. It flourished for a few years, but eventually 
died. 

The second extensive wave of consumers’ co-opera- 
tive activity came after the war. It was a child of 
the inevitable post-war depression. When the tragic 
conflict between the North and South was over it 
left the economics of the nation out of joint. The 
vanquished territory had been ravished. The nor- 
thern states had an overexpanded industry geared 
to the destructive needs of Mars. 

When the soldiers were mustered out of the 
armies they went home to a northern labor market, 
already glutted, or to a devastated and impoverished 
southern agriculture. In an effort to start life anew 
many of them set their faces westward to take home- 
steads on the virgin acres of Iowa, Minnesota, the 
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Dakotas, Kansas, Nebraska, and Oklahoma. They 
were joined in this move by unemployed industrial 
workers and by a wave of immigrants who swept 
into the United States as soon as the war was over. 

Rich land fertilized by human toil yielded 
bumper crops. The agricultural production of the 
nation swept to a new high and the prices of 
farm products hit a toboggan. Those who had 
worked hard to give the world more food were re- 
warded for their effort with privation and in many 
cases loss of their land. Many a homesteader had 
borrowed at high rates of interest to get his stake 
in the world only to find himself closed out when the 
land became his, because he could not pay his debts. 
The sheriffs’ hammers beat a tattoo up and down the 
American frontier. 

Hardship fell not on the pioneers alone. The farm- 
ers of New England and the other eastern states 
found it hard to compete with the more fertile and 
productive western lands. They shared in the general 
agricultural depression. 

Against these hardships the farmers rebelled.. 
They resented the fact that often the railroads got 
more for hauling produce to market than the pro- 
ducer received for all his work. They claimed it 
was unjust to have to pay debts incurred when wheat 
sold for more than a dollar a bushel with grain 
worth half its former price. They felt it was unfair 
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for manufacturers to keep up their prices amid the 
general suffering. 

So when Oliver Hudson Kelley, founder of the 
great agricultural fraternity, “The Patrons of Hus- 
bandry” or Grange, went out to organize the farm- 
ers of America he found them ready and waiting. 
The Granger movement became prairie fire. 

This secret order was the direct result of JCelley’s 
concern over the post-war conditions among farmers. 
Shortly after the war he had been sent out by the 
national government to study conditions. He found 
them so disheartening that he resolved to set up an 
organization to give farmers a greater sense of the 
dignity of their profession and to make them more 
skillful as tillers of the soil. 

The first local or “subordinate” Grange was es- 
tablished in 1868 at Fredonia, New York. Others 
followed in Minnesota, Wisconsin, Ohio, Indiana, 
Illinois, Iowa, Kansas. During the early seventies 
Granges were chartered by the hundreds. By January 
1, 1875, the United States had over 21,000 of them 
acting as rally centers for embittered and embattled 
farmers. 

In 1869 the Minnesota State Grange took action 
to establish a state exchange to assist subordinates 
in the buying and selling of goods. News of this 
step spread rapidly. Soon the Grangers’ resentment 
against their treatment in the market place expressed 
itself in programs of co-operative buying and sell- 
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ing. The selling program never advanced very far 
but it wasn’t long until co-operative purchasing was 
a part of the activities of nearly every local group. 

There was no uniformity to their plan of opera- 
tions. Some established stores financed through the 
sale of shares to members, a great many more ap- 
pointed local purchasing agents who pooled orders 
for supplies, bought them at wholesale, and passed 
them on to the consumers at a small margin of profit. 
In a few cases, particularly in Illinois, the Grange' 
at first stayed out of the commodity business and 
encouraged its membership to join with other groups 
in the establishment of stores to serve all the rural 
population. 

The business program aroused great enthusiasm. 
The farmers believed that it was to be salvation in 
the midst of their pressing difficulties. The interest 
is reflected in the cold figures of Grange business 
records. Iowa led the field with a volume of 
$5,000,000 in 1873; Indiana did a wholesale busi- 
ness alone which exceeded $300,000 in 1875; the 
Ohio State Grange purchased over $100,000 worth 
of groceries from one wholesale house in 1878; the 
Maryland warehouse handled goods whose value 
totaled $358,000 in 1877. Just one of the joint 
ventures in Illinois did a $100,000 business in 1873. 
This was the largest in the state but several others 
were in existence during the first half of the 
seventies. 
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After an almost phenomenal initial success with 
its business program the Grange began to have a 
sharp decline in membership. The root cause was 
weaknesses in the commercial activities. The Na- 
tional Grange gave no guidance to the farmers’ 
desire to co-operate until 1875. Each local and state 
organization did about what was right in its own 
eyes. What seemed right was usually wrong. This 
was particularly true with the price policy. The 
whole initial emphasis was on saving money. It was 
a natural emphasis for a people in serious plight 
financially but it was a fatal one. 

Where stores were established it got them in- 
volved in price wars which they could ill afford. 
Where the business agent system was maintained 
prices were often put so low that they did not cover 
the actual cost of doing business. This resulted in 
false conceptions of value which sometimes had 
weird effects. In 1878 the Ohio business agent com- 
plained because local Granges objected to a one and 
one-half per cent commission necessary to make the 
wholesale program break even. 

The results of these policies began to make them- 
selves felt in 1874. The first state to feel them was 
Iowa. Her state Grange launched a farm machinery 
factory which promptly went into bankruptcy. This 
brought on the virtual collapse of the Granger move- 
ment in the state. Other states followed in short 
order. 
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The peak of membership was January 1875. At 
that time there were over 21,000 local bodies of the 
order. A year and one-half later the number had 
shrunk to a bare 1 5,000. 

Much of this decline might have been avoided 
had the National Grange concerned itself with the 
commercial program earlier. But it was not until 
1875 that a sound plan of co-operation was brought 
forward. During the year previous the national offi- 
cials had made contact with the English co-operators, 
mastered the Rochdale plan, and come to believe in 
it implicitly. The 1875 national convention of the 
order endorsed it. Following this action pamphlets 
were printed and distributed asking local Granges 
to adopt the English practices. Every effort was 
made to reorganize the consumers’ co-operative pro- 
gram on a sound basis. 

In 1876 the national body went even further. It 
approved a plan for covering this country with 
Grange-sponsored Rochdale co-operative societies, 
the establishment of a national wholesale to supply 
them with goods, and the creation of an Anglo- 
American co-operative exchange to serve both the 
English Co-operative Wholesale Society and the 
proposed Grange wholesale. 

Thus for the first time in American history a 
comprehensive program for establishing the con- 
sumers’ co-operative movement was approved by a 
great farmers’ organization. But the plan never 
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got past the blueprint stage. The rapid decline in 
membership of the order during the remainder of 
the decade rendered it impotent. Nothing the 
National officials could do arrested the decline. The 
Grange and co-operation had become almost syn- 
onymous in the thinking of many farmers. When 
the initial co-operative efforts failed they usually 
had no inclination to try again on a basis imported 
from another country. 

However, in the areas into which the Grange 
had been slow to expand during the first half of the 
decade a goodly number of stores were established 
on the proven plan. This was particularly true in 
parts of the South and in New England. Mention 
has already been made of the Maryland state ex- 
change. It was supported by Rochdale stores and 
operated successfully for a number of years. In 1878 
the Texas Co-operative Association was established 
with a capital of $250. In ten years its capital ex- 
ceeded $50,000. Its annual volume of business 
exceeded one-half million. It served as wholesale for 
a number of local societies. There were 92 of these 
in 1882 and 150 m 1887. 

Around 1880 the Grange established stores in 
Maine, New Hampshire, Massachusetts, Connecti- 
cut, New York, Pennsylvania, and Delaware. Most 
of these survived for a full decade. One remains 
today. It is located at Jay, Maine, and has several 
hundred members. 
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Kansas was involved in the great decline of 1876 
but the co-operative program was rebuilt to some 
extent thereafter. A Rochdale store was set up in 
Johnson county in that year. It grew until its volume 
was a third of a million dollars per annum. Its suc- 
cess led to the establishment of between thirty and 
forty other stores in the state. They survived until 
the closing years of the century. 

But eventually most of the later Grange co-opera- 
tives of the nineteenth century failed. The American 
farmer was not yet ready for co-operation. 

The farmer was not unique in that respect. People 
in other occupations had just as little inclination for 
group business activity. The history of two other 
waves of co-operative interest bears its convincing 
testimony to that fact. 

Shortly after the Granger movement got under 
way a second secret order of significance to the social 
historian appeared on the scene: the Sovereigns of 
Industry. William H. Earle of Worcester, Massa- 
chusetts, was its founder. 

He was a schoolmate of Dudley W. Adams who 
became Master of the National Grange in 1873. 
Adams asked him to beepme state organizer of 
Massachusetts, but he refused because of a stubborn 
conviction that an organization made up of farmers 
alone could not solve the ills of human society. 

Earle was acutely conscious of the common needs 
of the human race whether farmers, professional 
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workers, or industrial laborers. He believed in the 
Grange type of organization but wanted an order 
open to men of all classes. This led to the founding 
of the Sovereigns of Industry in 1874. 

In its preamble were these words: “It will present 
organized resistance to the monopolies and other 
evils of the existing industrial and commercial sys- 
tem. It will try to establish a better system of eco- 
nomical exchanges, and to promote, on the basis of 
equity and liberty, mutual fellowship and co-opera- 
tive action among the producers and consumers of 
wealth throughout the earth.” 

Stripped of its high sounding phrases the program 
was to establish consumers’ co-operative societies. 
The first store was opened by the order at Springfield, 
Massachusetts, in 1874. By 1877 ninety-four “coun- 
cils” — as the local organizations were called — re- 
ported a total business volume of $1,089,372 with 
net earnings of $152,000. Stores were located as 
far west as Akron, Ohio. 

The Springfield store was the only one which did 
not operate on the Rochdale basis. It got started on 
the familiar price cutting program but abandoned 
it in 1877. The officers of the National Council con- 
stantly emphasized the importance of following the 
methods so successfully used by the English co- 
operators. The organizational pamphlet gave specific 
and unmistakable instruction at this point. 
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But nevertheless the stores failed. The order itself 
had ceased to exist by 1880. 

A fourth attempt at consumers’ co-operation was 
made during the nineteenth century by America’s first 
Industrial Union: the Noble Order of the Knights 
of Labor — the nation’s first CIO. For a decade the 
history of organized labor was the history of this 
secret society. It was the first national American 
union not organized on a craft basis. Carpenters, 
bricklayers, telegraph operators, packing-house work- 
ers, miners were alike welcome in its “Assemblies.” 
This lusty organization grew to power in the days 
when the Morgans, Rockefellers, McCormicks, and 
Vanderbilts were laying the foundations of their 
great empires of finance and industry. It was wrecked 
on steel. 

The order was founded by Uriah Smith Stevens, 
a tailor by trade who was educated for the ministry 
and who was for a time a school teacher. He was a 
disciple of the Christian Socialists of England and 
wrote into the ritual of the Knights his devotion to 
producers’ and consumers’ co-operation. In the be- 
ginning these things received great emphasis but 
eventually the rank and file became much more in- 
terested in ordinary collective bargaining with better 
wages and shorter hours as the goal and the strike 
and the boycott as weapons. 

These more violent tactics got results for a time. 
So powerful did the organization become that even 
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Jay Gould recognized it as the bargaining agency for 
railroad men rather than risk a general strike on his 
roads. That was in 1885. One year later the order 
stood at the zenith of its power with over 700,000 
members. 

Decline came when an alienated public opinion 
turned against it, and supported the steel barons in 
their stern resolve to preserve the open-shop prin- 
ciple. The public changed its sympathies when local 
assemblies lost their sense of responsibility and wild- 
cat striking seemed to threaten the orderliness of 
industrial processes. The 700,000 members of 1886 
had shrunk to a mere 100,000 by 1890. 

But while they majored in strikes the Knights of 
Labor minored in co-operatives. They started at 
least 185 producers’ co-operatives, in which men 
banded themselves together as craftsmen to make 
and market together the things their hands created. 
Many of the Assemblies operated stores. It was not 
at all unusual to find two-story labor halls in which 
the first floor was occupied by a co-operative store 
while the second provided a meeting place for the 
union. 

These stores were always strictly Knights of 
Labor projects. They gave special discounts to mem- 
bers of the order. The profits were used to swell 
strike war-chests or help with the extensive mutual 
aid program of the organization. When the order 
declined the stores languished. They left little behind 
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them — not even records to be investigated by co- 
operative historians interested in post-mortems. 

Besides the four movements described in this 
chapter there were a host of minor efforts to make 
the consumers’ co-operative principle work. Amer- 
ican labor leaders were constantly in touch with 
the doings of their English brethren. They preached 
the importance of consumer action. There were the 
ever present group of idealists who accepted co- 
operation as a superior pattern of business to com- 
petitive capitalism. They advocated the movement 
with both vigor and enthusiasm. Many co-operatives 
were started in various sections of the country dur- 
ing the century but they were all hothouse plants. 
They would flourish in the heat of first enthusiasm 
but showed little ability to survive in the hurly-burly 
economics of a pioneering country. 

Americans were too busy conquering a continent 
to worry much about their problems as consumers. 
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Via Finland and Bohemia 


With the coming of the present century new 
streams of population came flowing into the great 
Melting Pot. Bohemians and Finns began to leave 
their native land for America. By 1910 a goodly 
number of both peoples were here. Two new tongues 
were added to the babble of voices ; more important, 
a new stream of influence flowed into the torrent of 
American economic life. These two peoples were 
co-operators. They brought the knowledge of Roch- 
dale practice with them. Where they settled, store 
societies came into being, struggled for a few years, 
and then leaped forward to real success. The Finns 
settled in Massachusetts, Minnesota, Wisconsin, 
northern Michigan, Illinois, and New Jersey; the 
Bohemians in Ohio and Illinois. 

The oldest and strongest of the Bohemian 
societies is at Dillonvale, in the heart of southeastern 
Ohio’s coal region. It started in 1908 in a little 
two-by-four building built by the members’ own 
hands. In 1909 its total business was $12,572.53. 
The first patronage refund was paid in 1911. It was 
$279.95. Since then there has been steady growth. 
Today the only brick business block in Dillonvale is 
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MATERIALISM 


Universe, though overwhelmed by religion, theology 
and metaphysics, which dominated human thought 
for nearly two thousand years, survived all the vi- 
cissitudes of history, to become the weapon in the 
struggle for the spiritual liberation of man. 

The first proposition contains the two basic 
principles of modern physical science, namely, the 
indestructibility of matter and the conservation of 
energy; the second lays down the corner-stone of a 
strictly mechanistic cosmology. These principles 
make no room for a creation of the Universe. Toge- 
ther, they keep the human mind away from the fan- * 
tastic doctrine of creation out of nothing — a doc- 
trine which strikes at the very root of all philosophy. 
Out of the two first propositions, the third logically 
follows. It is a decisive negation of teleology. In 
it lie in embryo, the scientific theories established so 
many centuries later by Descartes, Newton, Boyle, 
Kant, Laplace and many others. All the phenomena 
_of nature are governed by the mechanistic laws fol- 
lowed by the atoms in their eternal motion. The 
materialistic denial of Final Cause is misunderstood 
or misinterpreted by the advocates of teleology or 
predestination as a belief in a blind chance. The 
third proposition of Democritos leaves absolutely no 
room for such misunderstanding. It clearly rules 
-out chance, and visualises necessity as the lever of 
•every happening. Materialism does not admit ac- 
cident or chance any more than it tolerates the teleo- 
logical doctrine of Final Cause or the religious 
(dogma of predestination. 

. A happening is called accidental when its 
pause is not yet known. Philosophy does not admit 
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Finally an incensed group of Finnish housewives de- 
cided to route their resentment into constructive 
channels. They formed a buying club and started 
purchasing milk direct from a farmer. They sold 
milk for six cents a quart and still made a small 
margin of profit. 

This activity on the part of the women stimulated 
the interest of the men. They decided to set up a 
co-operative. On May 5, 1911, sixty-two persons of 
Swedish and Finnish extraction incorporated the 
Co-operative Dairy. A capital of $630 was sub- 
scribed. The equipment of a private dealer was 
purchased for $500. The consumers started the 
processing of milk for themselves. 

The first year’s sales were $6,8 io, on which there 
was a net loss of $74. This small loss was redeemed 
the next year. Membership had grown to xoi; 
capital to $1,008 ; sales had doubled. There followed 
three very successful years, but in 1918 the book- 
keeper was forced to use red ink again — to record a 
loss of $22.56 on a business volume of $37,110. 
The next year the volume jumped to over $100,000 
but the loss was $5,658. The directors burned mid- 
night oil working out plans for reorganization. In 
1920 things were on an even keel again. A volume 
of $183,078 resulted in an earning of $8,243. Since 
that time the bookkeeper has been able to leave the 
cork in the red ink bottle. In 1935 the business 
volume was $631,408, the share capital totaled 
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$72,140, the membership was 2,062, the net earn- 
ings were $19,345.28. In 1941 annual sales were 
nearly $900,000. 

Not only is this organization operating a suc- 
cessful dairy, it maintains a bakery and operates six 
grocery stores and meat markets. In 1936 it built a 
beautiful filling station on a prominent corner of the 
city and launched into the distribution of petroleum 
products. 

This business has been built up in the face of the 
bitterest kind of competition. Waukegan is full of 
chain stores which have crowded the independent 
dealers to the wall. But the co-operative has thrived 
in the face of the competition. It is the one hope for 
maintaining local ownership of the food distributing 
business. 

Stores of Finnish origin are the thickest in Minne- 
sota, Wisconsin, and northern Michigan. Here these 
hardy people settled in greatest numbers. ,In the 
heart of their communities they planted co-opera- 
tives. One of the oldest of these was organized in 
1908 at Nashwauk, Minnesota. It was called the 
Elanto Company — an American echo of the then 
three-year-old Elanto society of Helsingfors. 

Severe struggles marked the early years of most 
of the organizations in this territory but a people 
schooled to hardships in their fatherland . were 
not daunted by them in their adopted country. 
In July 1917 representatives from 19 struggling 
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stores came together at Superior, Wisconsin, to dis- 
cuss their mutual woes. One of the very real diffi- 
culties was securing goods. Private wholesales dis- 
criminated against the co-operators. The only answer 
seemed to be a co-operative wholesale. 

In order to get the venture under way a collection 
was taken which totaled $15.50. It wasn’t much but 
it was enough to make a beginning. With few phys- 
ical assets save a desk and a rebuilt typewriter the 
Central Co-operative Wholesale began business op- 
erations on September 1. 

When the books were audited, at the end of that 
year, sales totaled $25,573. There were 15 member 
societies. The total share capital was $580. Net earn- 
ings were $268.06 — all of which was added to the 
capital of the business. In 1920 member societies 
had grown to 44, and 58 others were doing some 
business with the wholesale. That year its volume 
was $409,590; the net worth had grown to $21,911. 
Ten years later it was serving 137 societies. In 1941 
its business volume was $4,792,000. 

While the Finnish and Bohemian immigrants were 
forging out America’s first significant consumers’ co- 
operative successes native Americans were making 
history of another sort. The first two decades of the 
twentieth century continued the dismal records of 
failure which characterized the nineteenth. 

Americans have refused to believe that co-opera- 
tion would not work here. They have tried it again 
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and again. At no time was their persistence more 
evident than from 1900 to 1920. As will be shown, 
later, farmers launched ambitious co-operative pro- 
grams during these years. Other occupational groups 
were not far behind. 

California was one of the places where a large 
body of consumers went into business for themselves. 
Illinois was another. 

A co-operative wholesale called the Rochdale 
Wholesale Society was started in 1900 in San Fran- 
cisco. It was set up by leaders of a number of local 
societies which had established stores during the five 
years previous. The Rochdale Society was created to 
provide co-operatives with a source of supply for 
goods and to carry on educational work in the state. 
It gave constant encouragement to community groups 
wanting to start stores. By 1905 there were 51 local 
societies owning shares of stock in the wholesale. 
These had an average membership of 100 families. 
They did a combined business of about $4,000,000 
per year. In addition the state had 17 consumers’ 
co-operatives not a part of the Rochdale federation. 
1906 was a year of expansion. Over 30 new societies 
were organized in the state. But most of these were 
of the hot-house variety and the severe economic 
depression of 1907 wiped out many of them. By 
1910 over half the “Rochdale” stores had failed. 
Ten more went under during 1910. 

In order to save the situation a complete reor- 

100 




VIA FINLAND AND BOHEMIA 


ganization was attempted. A state-wide society called 
the Pacific Co-operative League was formed. Local 
organizations were absorbed in it. Stores were taken 
over and operated as branches of the central body 
which gave them some local self-government but 
maintained a fairly rigid supervision. The League 
insisted on conservative business practices and proper 
bookkeeping methods. It set up an auditing service, 
maintained a legal department to help its local 
affiliates, and carried on an extensive educational and 
organizational program. 

This move injected new life into the California 
development. By 1921 the League was operating 47 
stores in California , Nevada, New Mexico, and 
Arizona. Its membership exceeded 15,000 and its 
annual sales were better than $4,000,000. But in the 
very year of its greatest financial success it ceased 
to be co-operative. 

The maintenance of democratic control is always 
a problem when a co-operative attempts to serve too 
wide a territory. The Pacific League was operating 
in four states. The membership simply could not 
get together to elect directors and officials. So in 
1921 the insiders took the the program over. The 
democratic principle was abolished: 51 per cent of 
the voting stock was given to three trustees. 

There was an immediate and wholly justified re- 
action from the customers. The League was forced 
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but 12 stores. Within 9 years as many of these had 
failed. Finally just three remained to join the pro- 
cession of post-depression co-operatives. 

Illinois wrote a tale not unlike that of California. In 
the closing years of the nineteenth century a citizen of 
St. Louis, N. O. Nelson by name, became very much 
interested in co-operatives. He was intimate with the 
Christian Socialists of England and was the one 
American to attend the first meeting of the Inter- 
national Co-operative Alliance. His contacts with the 
devoted but mistaken leaders of the English Co- 
operative Union led him to think in terms of profit- 
sharing. He came home and put his ideas into effect 
in the factory which he owned at Edwardsville, 
Illinois. He encouraged his employees to organize a 
consumers’ society. This was the LeClaire Co- 
operative Society of Edwardsville which . closed 
twenty-five years of history by failing in 1925. In 
1902 he attempted to rally the scattered societies of 
the United States into a national federation but 
without success. 

In the meantime the city of Chicago was the birth- 
place of a peculiar co-operative development. It was 
not exactly a consumers’ organization, for the ma- 
jority of its stockholders were private merchants. It 
was called the “Co-operative Merchants Company.” 
1900 was the date of its organization. Shares were 
sold for $10 each in blocks of 20. Over 400 stores 
purchased the minimum holding required. Most of 
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them were privately owned but there was a sprink- 
ling of co-operatives among them. Evidently not all 
the American merchant class were afraid of the 
consumer-owned store. The company promised 8 per 
cent interest on capital. Earnings in excess of this 
were to be divided among the patrons in proportion 
to purchases. 

Shortly afterward the leaders of the Co-operative 
Merchants Company started the Right Relationship 
League for the purpose of encouraging co-operative 
stores. Organizers were sent out to foster interest in 
them. They went into a community which promised 
support, sold shares at $100 each, promising 8 per 
cent interest. The money was used to buy the store 
of some friendly local merchant who became the 
manager of the new consumer-owned enterprise. The 
stores were expected to use the Merchants Co-opera- 
tive as a source of supply. 

In 1904 the League called a national co-operative 
congress in St. Louis. Enthusiastic individuals pro- 
posed a national co-operative league which would 
establish standardized Rochdale stores all over the 
United States. This grandiose proposal exhausted it- 
self in oratory. In 1908 the Right Relationship 
League decided that Illinois was unappreciative of 
its efforts and moved to Minneapolis. 

While these ambitious schemes were going for- 
ward a few stores grew out of the grass roots of 
human need. The first was the Lombard Society 
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Store established by Italian miners of Herrin 
in 1901. Thrifty Scotch followed suit at Glen Car- 
bon in 1904. By the close of 1905 there were ten 
societies in the state: at Herrin, Glen Carbon, 
Bloomington, Edwardsville, Champaign, Chicago, 
Marion, Pana, Sesser, and Waukegan. The largest 
was the McLean County Co-operative of Bloom- 
ington. 

By this time the Illinois Miners’ Union had be- 
come well established among the coal men of the 
state. Its leadership was enthusiastically committed 
to the idea that securing higher wages and shorter. 
hours alone offered no solution to the workers’ prob- 
lems. They believed that consumer action was also 
necessary and were unceasing in urging the miners to 
establish co-operative stores. John H. Walker, 
president of the Illinois Federation of Labor, and 
Duncan McDonald, secretary of the United Mine 
Workers, were both ardent co-operators. 

By 1915 the total number of stores in the state 
had grown to 32. By 1916 the time seemed ripe for 
the establishment of some sort of federation. Rep- 
resentatives from 21 societies met at Staunton and 
organized the Central States Co-operative Associa- 
tion. The need for a wholesale was discussed but 
shelved in favor of carrying on a temporary joint- 
buying program. 

This expedient worked very well until 1918 when 
it was replaced by the Central States Wholesale 
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Society with headquarters at East St. Louis. It was 
created to serve some 50 societies located in various 
parts of the state but concentrated in the southern 
coal belt. Sales for the first month were more than 
$5,000; for the second more than $10,000. This or- 
ganization might have grown slowly into importance 
and usefulness — as did the Central Wholesale of 
Superior — had not some of the leaders of the 
state decided to improve on Rochdale methods. They 
designed what was called the American Rochdale 
plan. It was quite American. 

The American Rochdale plan was expected to 
put co-operation over in a big way. Instead of wait- 
ing for the stirring of the grass roots to result in 
the establishment of local societies, a plan for es- 
tablishing co-operative chain-stores was launched. 
Funds for the venture came from the treasury of 
the Miners’ Union. The Wholesale was made the 
daddy of an illegitimate brood of 70 stores which 
were not locally owned but which were the property 
of the central organization. By 1922 the Miners’ 
Union had poured over $400,000 into this effort. 

With academic and typically American enthusiasm 
a professor of the University of Illinois wrote to 
the sponsors of this idea : “I believe you have started 
something that is going to be one of the biggest 
things on the continent.” The manager of the enter- 
prise waxed eloquent in 1920: “Before the year is 
out we will have stores in every labor center in 
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Illinois I believe that the American Rochdale 

Plan will be running in every town in the United 
States before five years.” The professor was right — 
it turned out to be one of the biggest co-operative 
failures on the continent. 

The chain-store idea was not the only feature of 
the plan. Another American improvement was the 
abandonment of the current market-price policy and 
repayment of overcharges in the form of a patron’s 
dividend. The stores cut prices from the start in 
order “to let the customer carry home his dividend 
with his groceries.” By 1922 the whole bubble had 
burst. Losses wiped out virtually the entire capital 
investment. 

Efforts at rebuilding on the plodding technique of 
the Pioneers were in vain. The collapse carried down 
not only the wholesale and its branches but many of 
the stores which had started on the proven basis. 
Only a handful of societies survived. 

At about the time all this was happening in Illinois, 
the miners of western Pennsylvania began setting up 
stores. Around 1918 a federation called the Tri- 
State Co-operative Society was formed at Pittsburgh. 
It operated for a time simply as a wholesale and 
educational organization. Then it became afflicted 
with the chain-store idea. By 1919 it had 23 branch 
stores in operation. 

Around Seattle a movement got under way in 1918. 
It grew like wildfire for a time. In 1918 there was a 
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wholesale operating in St. Paul with the name 
“The Co-operative Wholesale of America.” It had 
about 75 affiliated stores in Minnesota and the 
Dakotas. This same year witnessed an effort to 
create a national wholesale to serve all of America 
through the operation of branches in various regions. 
The entire co-operative movement of the nation — 
excepting the Finlanders and Bohemians — seemed 
afflicted with megalomania. Everybody wanted to do 
something big. 

This all-American wholesale was incorporated in 
1919 as the National Co-operative Association. Its 
capitalization was put at $1,000,000. The plan called 
for the taking over of Jive wholesales located in 
various parts of the country. The details were never 
worked out but branches were set up in Seattle, 
Hoboken, and Chicago. The chain-store idea was 
tried at all three places. By 1921 the whole venture 
had become a bad memory. Its collapse left its 
residue of co-operative wreckage to be buried along 
with the efforts of the nineteenth century. 

In the meantime one venture in co-operative 
federation had been started which was destined to 
continue. That was the formation of a national edu- 
cational union whose purpose was not to operate 
business, but to give guidance to old and new societies 
— to spread the knowledge of co-operation among 
the American people. 

On March 18, 1916, a small group of enthusiastic 
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co-operators met at 384 Washington Avenue, Brook- 
lyn, and approved a constitution for the Co-operative 
League of the U. S. A. The first executive secretary 
was Scott H. Perky who served it on a full time 
basis without compensation. The first president was 
Dr. James Peter Warbasse, an eminent surgeon who 
was vitally interested in the ills of human society as 
well as the ills of the human body. The first offices 
were located at 70 Fifth Avenue, New York City. 
Dr. Warbasse continued president through the 
years until 1940. The offices have since been moved 
to 167 West 1 2 th St. 

Immediately after it was organized the League 
began the publication of literature. It took over an 
all but extinct monthly magazine called The Co - 
operative Consumer and made it the official o '”n. 
In the first year four pamphlets were produced: 
“The Co-operative League — Its Aims and Prin- 
ciples,” “Consumers’ Co-operation, the Mass Move- 
ment,” “Constitution of the Co-operative League,” 
and “Consumers’ Co-operation during the War.” 
A survey of the existing societies was begun. In 1918 
a study of failures was published as a guide away 
from difficulties. In 1917 a technical advisory board 
was created. This was followed by a speakers’ 
bureau and a news bureau. This same year the 
American Federation of Labor became interested in 
co-operatives and spent considerable sums of money 
promoting the movement among labor groups. 
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In 1918 there appeared a book Co-operation — 
the Hope of the Consumer by Emerson P. Harris. 

It was one of the first American publications on the 
subject. It was followed in 1919 by Albert Son- 
nichsen’s monumental volume Consumers’ Co-opera- 
tion. 

The League called the first national congress of 
co-operators at Springfield, Illinois. It met in Sep- ' 
tember 1918. About three hundred people were 
present. This first congress was characterized by 
optimism and enthusiasm — in fact a little too much 
of both, for out of this gathering came the resolve 
to form the National Co-operative Association. In 
the beginning some encouragement was given to this 
venture. It was a mistake which League officials soon 
had occasion to regret. The second national congress, 
held in Cincinnati in 1920, was characterized by con- 
troversy over the affairs of this still-born wholesale. 
Naturally its failure and that of the Central States 
Wholesale were severe blows to American co-opera- 
tion. 

But the League went ahead undaunted, resolved 
to profit by the mistakes of those whose mania for 
bigness led them into disastrous over-expansion. 

In 1921 affiliation with the International Co- 
operative Alliance was effected. Thus the American 
movement became a part of the world co-operative 
fellowship. Dr. and Mrs. Warbasse were sent as 
delegates to the International congress held that 
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year at Basle, Switzerland. The third congress was 
held in Chicago in 1922; the fourth in New York 
in 1924. By that time there were 333 societies 
affiliated with it. Their total membership was about 
fifty thousand and their volume of business nearly 
$15,000,000. The fiascoes of the early twenties were 
forgotten and the outlook for a steady and healthy 
progress seemed good. 

However, the next five years were anything but 
encouraging. By 1926 the number of affiliated so- 
cieties had decreased. Urban America was sick with 
a feverish prosperity. The New Era, publicized by 
Coolidge and Hoover, was getting into full swing. 
Credit was free and easy, stockmarket gambling had 
become a national pastime, installment buying had 
become the great American habit. America was get- 
ting rich by going into debt. Interest in the plodding 
methods of co-operation hit a slump. By 1928 the 
number of societies in the League had dropped to 
138. They did, however, represent an aggregate 
membership of 77,843. 

Three regional federations had come into being 
to supplement the work of the national League. The 
oldest of these was the Northern States Co-opera- 
tive League with headquarters at Minneapolis. It 
had been organized in 1922. The Finnish societies 
formed the backbone of its membership. The terri- 
tory of this organization was North and South Da- 
kota, Wisconsin, Minnesota, and upper Michigan. 
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In 1930 it could report 31 affiliated societies. The 
Eastern States League came in 1924. In 1930 it 
had 24 affiliated societies which included the Eastern 
Co-operative Wholesale, organized by ten local 
groups in 1929. The Central States Co-operative 
.League with headquarters at Bloomington, Illinois, 
came into being in 1926. It reported thirteen mem- 
ber societies in 1930. Its territory was Ohio, Indiana, 
lower Michigan, and Illinois. The work of the 
League is now carried on as the educational depart- 
ment of Central States Co-operatives, a wholesale 
in Chicago. 

The foreign-language societies formed the back- 
bone of both the national and regional leagues. The 
Finnish societies had been making a steady growth 
but in 1930 political difficulties had come to a head 
in many of them. The Communists had tried to get 
control. That issue had to be faced at the congress 
held at Superior in that year. It was settled by an 
emphatic declaration of political neutrality. A few 
societies under Communist domination noisily pulled 
out. 

Surveyed from the vantage point of 1929 and 
from the records of the League the co-operative pic- 
ture was pretty dismal. The facts seemed to say 
that America was not the soil in which co-operative 
effort could thrive. Eighty-five years of failure lay 
in the background. The earlier failures could be 
rightly attributed to ignorance of efficient techniques. 
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The pre-Civil War co-operators knew nothing of 
the Rochdale story. The Protective Union move- 
ment, like the Union Shop movement of England, was 
a stab in the dark. It lived longer and grew larger 
than the corresponding English development but 
eventually went the same route. The Grangers didn’t 
discover Rochdale practices until it was too late 
to save their business organizations. 

Those who were back of the American Rochdale 
plan and the National Co-operative Association 
knew the story of the English development but they 
could not resist the temptation to try something 
different. Back of their behavior was something of 
the anti-foreign complex of the American who re- 
fuses to believe he can learn anything from the old 
world, and insists that there is nothing from other 
lands that cannot be bettered by something typically 
American. 

The efforts at chain-store co-operation were typi- 
cally American. It was designed to do things quickly 
and in large proportions. America has been a land of 
quick growth. Small towns have grown into cities 
in just a few years. Little businesses have become 
industrial giants in the lifetime of one man. The 
nation itself had expanded from thirteen seaboard 
colonies to a world power in a century and a half. 
Perhaps it was too much to expect that American 
co-operators would not be affected by what they ob- 
served all about them in private business. 
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But even this love of speed and great size does 
not account for all failures. It cannot explain the 
decline of societies from 1920 to 1929. it does not 
tell why the Rochdale societies which survived the 
Grange collapse never grew to great importance. 
Co-operatives languished here fundamentally be- 
cause Americans had other ways of solving their 
economic difficulties. There was no deep-rooted need 
for co-operatives. 

Vast and unexploited natural resources were con- 
stantly inviting daring men to exploit them. Land 
was easily available. The farmer who lost one farm 
could homestead and get another. When New Eng- 
land soil fertility was exhausted the western plains 
became dotted with New England families. There 
was no reason to stay at home and solve problems 
by hard and painstaking labor. It was easier to run 
away from poverty. Free land offered quick results. 
If a job was lost, usually another was easily found. 
If a temporary depression came, a spectacular boom 
followed — likewise temporary, but it made it easy 
to forget. An expanding industrialism was labor- 
hungry. The millions from Europe poured in be- 
cause manpower was needed. This was an expanding 
nation whose conquest of a continent kept most 
hands busy at fairly good wages. 

It was easy to climb in America. The boy born 
in a cabin could become the president of the United 
States. The boy born poor could become rich. That 

113 



CO-OPERATIVES IN AMERICA 


fact kept all the poor working in the hope that they 
might achieve affluence. The majority were doomed 
to defeat in the struggle for wealth but that fact 
did nothing to lessen the competition for individual 
achievement. It merely sharpened men’s resolves to 
outdo others. 

These are the things which have kept America 
from being a nation of co-operators. This has been 
a frontier country. Her history has been a story 
of great conquest. The frontiers are now at an end. 
The westward movement of people has been stopped 
by the Pacific Ocean. Homesteads have all been 
taken. Free lands are no more. 




CHAPTER IX 


The Farmer Takes a Hand 


Until the late depression wrought its devastating 
work on the essential individualism of the American 
city dweller, consumers’ co-operation could not get 
under way in our industrial communities. It has made 
headway among the American rural people. Their 
depression started with the close of the World War. 
Its bitter lessons were being learned before the 
events following 1929 disturbed the social and eco- 
nomic life of the nation. The farmers — often re- 
garded as incapable of co-operative action — have 
taken the lead in giving to the United States her 
largest and most successful consumer organizations. 
Nearly all of them are children of the present cen- 
tury and most of them were born during the last 
two decades. 

Some have been sponsored by the three large 
farmers’ membership organizations — Grange, Farm- 
ers Union, and Farm Bureau. Some have grown up 
independently, out of the felt need for lower prices 
and better quality consumer goods. Others arrived 
as marketing organizations, came to see that it is 
not enough to get the farmer more for what he 
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sells. The solution of his problem demands the pro- 
tection of his interest as a consumer as well. 

Of the membership organizations, the Grange is 
the oldest. During the seventies and the eighties it 
tried to teach the farmers of America to buy and 
sell together. But that lesson came too early. The 
close of the frontier had not yet prepared the so- 
cial soil for the planting of the co-operative idea. 
When conditions were favorable, this agricultural 
fraternity began where it left off in the eighties with 
a new program of co-operative purchasing. This was 
particularly true in the far northwest. Previous to 
1920 the Washington State Grange launched a pro- 
gram of establishing what were called “Grange 
Warehouse Associations.” When the United States 
Bureau of Labor Statistics surveyed the consumers’ 
co-operative picture in the United States in 1920 it 
found 51 such organizations in the state. In 1918 
the Grange Co-operative Wholesale was established 
at Seattle. The program has since grown to substan- 
tial size. Today there are 73 local co-operatives 
identified with it. In 1936 the wholesale volume was 
$1,800,000. In 1937 it was 30 per cent greater. 
Farm supplies, petroleum products, and groceries 
are handled. 

In other states the Grange carries on some com- 
mercial activities but not through local co-operatives. 
Business agents, local and state, sell commodities 
to members. In some areas co-operation is en- 
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couraged as a general practice. Members are left 
free to unite with their neighbors in whatever type 
of project it seems best to support. 

The Farmers Union was born in 1902 at Point, 
Texas. Probably the oldest consumers’ co-operative 
started by this group, and still in operation, is the 
Rogers Mill County Co-operative Association of 
Oklahoma. It was formed in 1905. Its membership 
today is 250; its capital and surplus $73,000. 

However, in its first years, the Farmers Co-op- 
erative and Educational Union did not establish 
many such organizations. It did what the early 
Granges had done: appointed purchasing agents in 
its locals through whom its members could pool their 
orders. In time the ineffectiveness of this method 
became apparent. By 1919 Rochdale principles re- 
ceived the official endorsement of the National 
Union. An ambitious and far-reaching program of 
setting up stores was launched. By 1920 nearly 600 
had been established in 19 different states. Nebraska 
topped the list with 204; Kansas followed with 177; 
Kentucky was a poor third with 18. 

Kansas and Nebraska both established state buy- 
ing organizations in 1914. In the beginning the 
Nebraska Farmers Union Exchange was not a co- 
operative. It was like the early Grange business 
agencies — a department of the membership organi- 
zation through which Farmers Union locals could 
route their purchases. In 1916 this setup was aban- 
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doned. The Nebraska Farmers Union State Ex- 
change was incorporated as a state-wide co-operative 
in which any Farmers Union member in the territory 
could hold shares. Nearly 7,000 people subscribed 
a total of $719,000 capital to get it under way. This 
super co-operative was to be a wholesale for locals 
and a mail-order house for individuals. In 1919 the 
chain-store idea was tried. Branch stores were set up 
in sections where adequate local financing was forth- 
coming. If the farmers of a community wanted a 
store they had to subscribe to enough capital in the 
State Exchange to pay for it. Management was not 
under local control, however. This setup was just 
getting nicely started when the depression of 1920 
began. 

During 1919 an overeager management had pur- 
chased large stocks of goods at high prices. These 
had to be sold at a loss or not sold at all. For four 
straight years money was lost. By 1923 one-half the 
capital of the organization had been wiped out. 
These losses were written off in 1925 by halving the 
value of the shares. 

The disasters which hit the state exchange like- 
wise affected local organization. By 1925 only 104 
out of the 204 stores, in existence in 1920, remained 
in operation. But that year was a turning point. 
Farmers Union members resolved to rebuild. Since 
that time there has been steady progress. Today 
280 Farmers Union outlets use the Exchange as a 
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wholesale. Fifteen of these are managed by it — sur- 
vivors of the chain-store set-up. The rest are locally 
owned and controlled. The assets have been rebuilt 
to $750,000. In 1941 its sales totaled $2,398,000. 
The merchandise handled included groceries, fruits, 
vegetables, work clothing, shoes, school supplies, 
farm machinery, hardware, fencing, twine, seeds, 
paints, oils, greases, gasoline, kerosene, and fer- 
tilizer. 

Kansas went in for long names and called its 
Farmers Union wholesale “the Jobbing Association 
of the Kansas Branch of the National Farmers Edu- 
cational and Co-operative Union." Much printer’s 
ink has been saved by shortening the name to “Farm- 
ers Union Jobbing Association.” The original capi- 
tal was $20,000. 

Co-operation flourished in Kansas for a time. 
1920 was a high point. Then followed half a decade 
of disaster. Nearly half the local stores failed. Se- 
rious losses were incurred by the wholesale. Signs 
of new vitality began to show themselves in 1927. 
Since then nearly 400 stores have been established. 
The annual volume of the Jobbing Association is 
now well past the million dollar mark. 

Oklahoma boasts some 100 Farmers Union Co- 
ops. Most of these are cotton-ginning associations 
which do a supply business on the side. In 1936 the 
receipts from ginning operations totaled more than 
$1,000,000; sales of farm supplies were about 25 
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per cent less. Nine co-operative oil associations, dis- 
tributing petroleum products, were in existence at 
that time and the number has since increased. She 
is not an outstanding state from the standpoint of 
the number and size of the co-operatives within her 
borders, but she is unique in having the nation’s first 
co-operative hospital. This institution located at Elk 
City is providing its member families with a complete 
health service for $25 per year plus certain nominal 
additional charges for surgery, special nursing, ob- 
stetrics, and other unusual things. The doctors and 
other staff members are on salary. To become a 
member of the hospital association a family must in- 
vest $50 in shares which is used for buildings and 
equipment. The medical association of the state 
hasn’t been too friendly toward the idea of having 
those who use the services own the hospital but in 
spite of opposition from this source the organization 
flourishes. 

The largest Farmers Union co-operative whole- 
sale is the baby of the lot, founded in 1927 at St. 
Paul, Minnesota. It serves' 325 local associations 
which are concentrated in North Dakota, Montana, 
Wisconsin, and Minnesota. In 1941 its volume was 
more than $8,000,000. 

This whole development was built on ruins. The 
Farmers Union was very active in the Old North- 
west previous to 1916. It had established some co- 
operatives. They all failed when A. C. Townley 
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appeared on the scene and organized the Non- 
Partisan League. He persuaded the farmers that all 
their difficulties could be solved by militant political 
action. When the League was able to gain control of 
both the Democrat and Republican political ma- 
chinery in North Dakota, co-operatives died from 
neglect. The Farmers Union was forgotten in the 
excitement. When, after about seven years of victory 
and final defeat, the Non-Partisan League passed 
out of existence, farm leaders painfully rebuilt their 
older organizations. The Farmers Union came into 
its own again and began to direct the attention of 
its members to the importance of collective buying. 

To help the cause the Farmers Union Terminal 
Association, an old and established co-operative live- 
stock marketing business, set aside $1,000 in 1927 
to be used as the initial capital of a wholesale. By 
1929 twenty co-operative associations owned shares 
in the Farmers Union Central Exchange. Within two 
years the number of local co-ops doubled and re- 
doubled. In 1931 the wholesale volume was $900,- 
000. It has grown steadily ever since. 

This youngest and largest Farmers Union co- 
operative wholesale handles feed, fertilizer, general 
farm supplies, and petroleum products. With the 
increase in motorized farming, petroleum products 
have become the most important group of commodi- 
ties sold through the organization. 

Today the Farmers Co-operative and Educational 
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Union is almost unreservedly committed to the idea 
that consumers should co-operate for the purpose of 
rebuilding the distributive system. This is held neces- 
sary if the producers of agricultural products are 
ever to get justice in the market place. The triumph 
of this point of view was evident in 1937 when 
John Vesecky of Kansas was elected national presi- 
dent; H. G. Keeney of Nebraska, the vice-president; 
J. M. Graves of Oklahoma, secretary-treasurer; and 
Mrs. Gladys Talbott Edwards of North Dakota, 
National Junior Leader. 

The youngest and largest national farmers’ or- 
ganization is the American Farm Bureau Federa- 
tion. The first Farm Bureau was born in Broome 
County, New York, in 1913, a creature of the agri- 
cultural committee of the Binghamton Chamber of 
Commerce, the United States Department of Agri- 
culture, and the Lackawanna Railroad. Its friends 
believe the Farm Bureau movement came into being 
to give the farmers a safe and sane solution to their 
difficulties. Its enemies claim that it is little better 
than a farmers’ company union sponsored in the be- 
ginning by business interests which didn’t want the 
farmers to be united in a single farmers * union. 

The Farm Bureau became a national organization 
in 1919. Its original program was that of making 
the farmers more efficient producers. The watchword 
was: “Make two blades of grass grow where one 
grew before.” 
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However, the rank and file of farmers have found 
that increased productive efficiency may in the end 
simply mean ruinous prices. Co-operative buying has 
come to receive a place in the organization’s pro- 
gram. Recently the Farm Bureau has been giving 
increasing though somewhat grudging attention to 
the farmers’ consumer interests. This is particularly 
true in Indiana, Ohio, and Pennsylvania. 

The Indiana Farm Bureau Federation started a 
purchasing program in 1923. It sold fertilizer to its 
members through local business agents who operated 
much as similar officials had done in the early days 
of the Grange. The fertilizer was sold at reduced 
prices — a practice which brought on an all but 
ruinous price war with the fertilizer industry. 

In 1924 Farm Bureau chain-stores were tried. 
Ten of these were established in what seemed 
strategic points. But the Indiana Farm Bureau did 
no better with the scheme than the Illinois Miners 
Union or the Nebraska Farmers Union. By 1925 
losses totaling $12,000 had been incurred. 

In order to keep the state Federation solvent its 
purchasing department was reorganized as the In- 
diana Farm Bureau Co-operative Association, an 
independent corporation. Mr. I. H. Hull was em- 
ployed as general manager. The set-up was revamped 
and local co-operatives were established in nearly 
every county in the state. The chain-store set-up 
was completely liquidated. The state organization 
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was made a wholesale, owned and controlled by 85 
county units. 

The new program is working. Its patrons include 
nearly one-half the farmers in the state. In 1941 the 
wholesale sold more than $9,400,000 worth of goods 
to county co-operatives. It handles tires, batteries, 
harness, feed, fertilizer, seeds, coal, baby chicks, farm 
machinery, electrical equipment, building material, 
paint, plumbing supplies, and petroleum products. 
It has developed its own hatcheries for producing 
disease-free chicks. 

The Ohio Farm Bureau program of collective 
buying went through much the same evolution except 
that the process was slower. It began the distribution 
of commodities in 1920. In 1923 a subsidiary busi- 
ness organization was created — the Ohio Farm 
Bureau Service Company. Local distribution was 
carried on by farmers who acted as agents, by county 
Service Companies which were operated under the 
control and supervision of county Farm Bureau 
Federations, and a chain of stores owned and con- 
trolled by the state Service Company. This set-up 
survived for about a decade. Then general collapse 
set in. The centrally-owned stores didn't make their 
way; the local Service Companies got heavily in- 
volved in debt; membership in county Farm Bureau 
Federations melted away. 

In 1934 a drastic reorganization program was put 
into effect. The Ohio Farm Bureau Service Com- 
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pany became the Ohio Farm Bureau Co-operative 
Association. Locally owned co-operative societies 
were established. Shares were purchased by the 
farmers in order to finance them. In most cases the 
county co-operatives were set up wholly independent 
of the control of Farm Bureau Federations. During 
the last four years rapid strides forward have been 
made. In 1936 the volume of the state wholesale 
was $6,750,000. The 78 county associations had a 
total volume of more than $1 1,000,000. In 1941 the 
wholesale volume was $9,980,000. Local associa- 
tions enjoyed a like increase. 

The Farm Bureau did not get off to an early start 
in Pennsylvania. The early twenties found the farm- 
ers of the state immune to the idea of starting an- 
other farm organization. But by 1934 there had 
developed a felt need for a co-operative program. 
A Farm Bureau organization was set up to provide 
this. A few local co-operatives were organized and a 
wholesale established at Harrisburg. There are 
nearly a score of local organizations at present. They 
are all flourishing and all well financed. In 1936 the 
sales of the wholesale were $511,887. In 1941 they 
were $3,400,000. 

There are a number of other state Farm Bureaus 
having a program of collective purchasing for their 
members. Illinois has a large string of Farm Supply 
Companies which are semi-co-operative in character. 
They pay patronage refunds to those of their 
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patrons who pay $15 per year dues to the Farm 
Bureau Federation. They pay eight per cent on share 
capital. However, the control is not democratic. Each 
Federation member in the territory served by a Sup- 
ply Company is allowed a vote in the election of 
directors. But those who own preferred stock — and 
the capital was raised by the sale of preferred shares 
— have one vote per share. In business volume the 
Illinois Farm Bureau compares favorably with Ohio 
and Indiana. 

Michigan and Iowa rank next in size and impor- 
tance. In 1941 the wholesale volume of the Michi- 
gan Farm Bureau Service Company exceeded $3,- 
500,000. The Michigan group has worked in close 
connection with Indiana and Ohio in the distribu- 
tion of fertilizer and petroleum products. 

New York has the largest program of co-operative 
purchasing for farmers of any state in the Union. 
This development is unique in that it has three 
farmers’ membership organizations all supporting a 
single project. The Farmers Union has never had 
much hold in the state. The Grange and the Farm 
Bureau are both powerful. The Dairymen’s League 
has joined with them in promoting the Grange 
League Federation Co-operative Exchange — usually 
referred to as the G. L. F. It was established in 
1920. The first two years were all but disastrous. 
Losses totaling $150,000 were incurred. But con- 
servative management slowly redeemed the loss. The 
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farmers had faith in co-operation and gave continued 
support. Today the G. L. F. serves i 00,000 persons. 
Its retail sales for 1941 were $60,000,000. 

The Grange League Federation has the distinction 
of being one co-operative in America to make the 
chain-store idea work. Much of its business is carried 
on through branch stores which are directly owned 
and controlled by the central organization whose 
headquarters are at Ithaca. Stores are established in 
communities where the farmers are willing to buy 
enough shares to finance them. The management is 
kept in touch with the will and desire of the cus- 
tomers through a democratically chosen management 
committee. Not all the business is done through 
branch stores, however. Many locally owned co- 
operatives use the G. L. F, for their wholesale. 

The farmers’ membership organizations have 
slowly come to realize the importance of consumer 
action and are advocating it. However, had there 
been no national farm organizations the farmers 
probably would have turned to it anyway. In certain 
areas the Granges, Farmers Unions, and Farm 
Bureaus, have given direction to the collective buying 
of farmers, but in others, co-operatives have grown 
because need spawned them. 

In 1918 a small group of New England farmers 
decided their dollars weren’t buying enough. They 
met at Springfield, Mass., and organized the Eastern 
States Farmers Exchange. They borrowed $30,000 
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to finance the organization. Today the Exchange has 
a membership of 100,000. Its volume for 1941 just 
missed being $27,000,000. The Exchange is not a 
wholesale, owned and controlled by local associa- 
tions. It is a single unit. Its owners have direct mem- 
bership in it. The distribution is carried on by local 
farmers who act as agents. 

The farmers of Virginia had reason to complain 
about the prices and the quality of seed. So in 1922 
they set up the Virginia Seed Service. Operations 
have since expanded to other commodities and 
the service to other states. It is now known as the 
Southern States Co-operative. Its headquarters are 
at Richmond. It is a little G. L. F. in form of 
organization and works closely with the larger co- 
operative after which it is patterned. In 1934 it 
fathered the Farmers Co-operative Exchange of 
Raleigh, North Carolina, which in 1941 had whole- 
sale sales in excess of $4,500,000. The Southern 
States Co-operative had a volume of more than 
$5,000,000 in 1934. By 1941 the sales had grown 
to $28,000,000 per annum. 

Inflated wartime prices of farm products started 
farmers buying motor cars and tractors in 1917 and 
1918. Deflated post-war prices turned them to co- 
operation as a technique for buying motor fuel. 

The first community to think of co-operative dis- 
tribution of petroleum products was Cottonwood, 
Minnesota. There the co-op oil business got under 
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way in 1921. The same year saw the farmers of 
Casco, Wisconsin, organizing America’s second co- 
operative oil association. The development stopped 
there for three years. Then in 1924 came four more 
associations in Minnesota. Another came into being 
in 1925. In 1926 under the leadership of E. G. 
Cort, once a county agricultural agent, thirteen co- 
operatives formed the Midland Co-operative Oil 
Association — our first wholesale for the co-operative 
distribution of gasoline, kerosene, oil, and grease. 
By 1930 the Midland was doing a business of 
$600,000 per annum; 88 oil co-operatives were 
operating in Minnesota and 50 in Wisconsin. By 
1941 the Midland volume had grown to $6,228,- 
000. It had 300 member associations. It is no longer 
exclusively an oil co-operative. It is now handling 
groceries, farm supplies, electrical supplies, and 
hardware, in addition to petroleum products. 

Minnesota pioneered in oil but the farmers of 
other states soon caught the idea. Indiana’s first 
oil co-op came in 1926 at Crawfordsville. In 1929 
the Farmers Union Central Exchange of St. Paul 
got into the game. That same year a group of inde- 
pendent farmers’ co-operatives around Kansas City 
set up the Union Oil Company as a co-operative 
wholesale. During the first year of operation 372 
cars of kerosene and gasoline were handled. In the 
meantime the organization has changed its name to 
Consumers Co-operative Association. It is supplying 
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over 500 member societies. Its sales in 1941 ex- 
ceeded $10,000,000. 

Farmers working independent of national farm 
organizations also set up the Consumers Co-opera- 
tives Associated of Amarillo, Texas, and the Pacific 
Co-operative Supply of Walla Walla, Washington. 
They each have a few over 80 affiliated societies. 
The 1941 volumes were $987,000 and $3,341,000 
respectively — mostly in petroleum products. 

The petroleum business has been one of the great 
uniting factors in American co-operation. In 1930 the 
Ohio and Michigan Farm Bureau Service Companies 
and the Indiana Farm Bureau Co-operative Associa- 
tion decided to launch a joint venture in manufac- 
turing. They formed the Farm Bureau Oil Company 
of Indianapolis and invested $40,000 in a blending 
plant for the manufacture of oils and greases. The 
venture paid for itself out of earnings in fourteen 
months. By 1935 its net worth had grown to 
$135,000. When the Pennsylvania Farm Bureau Co- 
operative was formed, it joined the Farm Bureau 
Oil Company. In 1936 G. L. F., the Southern States 
Co-operatives, the Farmers Co-operative Exchange, 
and the Maryland Farm Bureau asked to get into 
the picture. The Farm Bureau Oil Company was 
reorganized as the United Co-operatives, Inc. A new 
plant was built in 1937 to take care of the growing 
demand for its products. 

In February, 1933, eight co-operative wholesales 
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interested in motor fuels and oils formed a buying 
pool called National Co-operatives. The organiza- 
tion was set up in Chicago with the following groups 
represented: the Midland, the Farmers Union Cen- 
tral Exchange, the Union Oil Company (Co-opera- 
tive), the Consumers’ Co-operatives Associated, the 
Central Co-operative Wholesale, and the three 
groups in the Farm Bureau Oil Company. At the 
time of its organization 577 local co-operatives were 
involved. Their total membership was 500,000 — 
mostly farmers. In 1934 the Pacific Supply Co-op- 
perative was added to the list. In 1936 the reorgani- 
zation of the Farm Bureau Oil Company brought in 
the new groups forming United Co-operatives. 

The first year’s purchases of National Co-opera- 
tives included 14,000 cars of gasoline, 3,500,000 
gallons of lubricating oil and 2,500,000 pounds of 
grease. Today paint, electrical equipment, auto sup- 
plies, and groceries are also handled. 

A third large section of the co-operative farm 
supply business is being carried on by organizations 
whose original and primary purpose is to get the 
farmers more for what they produce — the marketing 
associations. These collective bargaining agencies 
date back to the nineteenth century. In 1892 farmers 
around Rockwell, Iowa, decided to market their own 
grain through a co-operative elevator. This decision 
led to a seven years’ war with those who were in the 
grain business. In the end the organization won the 
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right to live and the co-operative elevator movement 
became a permanent part of American agriculture. 

It was carried forward during the first two dec- 
ades of the present century by both the Farmers 
Union and the Equity Union, a farmers’ member- 
ship organization which also began in 1902 but has 
since practically disappeared. The Equity Union was 
successful, however, in establishing a number of co- 
operative elevators, livestock marketing associations, 
and creameries. It was a factor in getting farmers 
interested in the ownership of marketing machinery 
and has helped many an independent farmers’ ele- 
vator get under way. 

But strange as it may seem many of the elevators, 
set up to market grain, have developed a consumer 
business which is greater than the marketing opera- 
tions. They sell feed, fertilizer, twine, spray ma- 
terials, coal, and other farm supplies, and pay 
patronage dividends to those who purchase them. 
Some have even entered the petroleum and fuel busi- 
ness. Groups of such elevators have set up wholesale 
marketing and purchasing organizations — selling 
grain and buying supplies. Two of the largest of 
these are the Missouri Farmers Association and the 
Ohio Farmers Grain and Supply Association. The 
Missouri organization has headquarters in Kansas 
City. It operates a feed mill at Springfield and an 
oil association at Columbia. In 1941 its mill turned 
out $2,632,563 worth of products. In 1941 the gross 
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retail volume of its iio affiliated local purchasing 
associations was $11,294,473. 

The Ohio organization is located at Fostoria. 
The state has about 144 co-operative elevators 
which do a supply business of around $16,000,000 
per year. The Fostoria Grain and Supply Co-opera- 
tive acts as wholesale for them. 

Altogether there are over 6,000 local farmers’ 
elevators in America, most of which carry on joint 
marketing and purchasing business. 

But it is not just the co-op elevators which have 
been busy at this sort of thing. Fruit, cotton, poultry, 
and dairy marketing associations are doing it. Ac- 
cording to government statistics the largest of these 
are Land of Lakes Creameries of Minneapolis, 
California Fruit Exchange of Sacramento, Fruit 
Growers Supply Company of Los Angeles, Utah 
Poultry Producers Co-operative Association of Salt 
Lake City, Washington Co-operative Egg and Poul- 
try Association of Seattle, Poultrymen’s Co-opera- 
tive Association of Southern California at Los An- 
geles. 

The American farmer is in revolt. He has be- 
come alarmed at the foreclosures which are slowly 
depriving him of ownership of his lands. He resents 
the fact that he gets only 10% of the nation’s in- 
come although farmers and their families compose 
25% of the population. 

In the past his revolt has expressed itself in a 
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variety of ways. In some areas he started marketing 
co-operatives, in some he organized himself politi- 
cally, thinking that a friendly government would 
solve his difficulties. Now and again a violent strike 
would be launched to procure better prices for farm 
products. 

Slowly, however, the emphasis passes to action 
as consumers. It has been the program which has 
served best, grown the fastest, accomplished most 
in dollar and cents results, and given control of the 
greatest amount of economic machinery. 

Within recent years many of the wholesales in 
America have expanded into the field of manufac- 
turing. Nearly all the feed and all the fertilizer sold 
by the Farm Bureau Co-operatives in Indiana, Ohio, 
and Pennsylvania, by the Southern States Co-oper- 
ative, the G. L. F., and the Eastern States Ex- 
change is manufactured in co-operatively owned 
plants. The capacity of the Eastern States’ feed 
mills alone exceeds 85 cars per day; the annual 
capacity of the Southern States’ fertilizer plants is 
more than 175,000 tons. The Fruit Growers Supply 
Company owns a lumber yard with a capacity of 
50,000,000 feet. It turns out a vast quantity of 
boxes, baskets, and other fruit containers. 

There are now six co-operative oil blending 
plants: two are owned by United Co-operatives, 
one by Midland, one by the Farmers Union Ex- 
change of St. Paul, one by the Consumers Co-opera- 
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tive Association of Kansas City, and one by Con- 
sumers Co-operatives Associated of Amarillo. The 
Kansas City organization also owns a paint plant 
and a canning factory. United manufactures both 
paint and barn equipment at Alliance, Ohio. 

By far the most dramatic expansion of the last 
few years has been in the field of oil refining. The 
first co-operative refinery was built at Phillipsburg, 
Kansas, by the Consumers Co-operative Association. 
It was financed and completed in the face of the 
most bitter opposition of old line oil companies. The 
Association has since purchased a second refinery. 
The Indiana Farm Bureau Co-operative Association 
has a refinery at Mt. Vernon, Indiana. Both these 
wholesales own their own oil fields and have their 
own producing wells and pipe lines. In the latter 
part of 1942 the Ohio Farm Bureau Co-operative 
Association became the third wholesale to own a 
refinery. 
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An Old Controversy Rages 


The farmers started co-operatives because eco- 
nomic necessity drove them to it. They were moti- 
vated by no particular idealism; had no clear 
conception of creating a new economic system. They 
were in trouble, and began co-operative purchasing 
as a means of helping themselves. Serious economic 
difficulty came to agricultural America at the close 
of the World War. Intense interest in co-operatives 
began at the same time. There was nothing acci- 
dental about this. Co-operation has always thrived 
on adversity. 

In the beginning the agricultural co-operator 
looked upon his business enterprise primarily as a 
money-saving device. It made it possible for him to 
stretch the buying power of his dollar. His major 
hopes for solving economic difficulties were focused 
at another point — he wanted more for what he had 
to sell. His chief interest was in increasing the re- 
turns from the labor which he marketed indirectly, 
by selling the things which his work produced. He 
thought of his difficulties primarily as producer 
problems. Organization of his consumer interest was 
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incidental — in his thinking — to the solving of his 
other perplexities. 

He was encouraged to think of himself as a pro- 
ducer and not as a consumer by his occupational 
federations — whether Grange, Farmers Union, or 
Farm Bureau. These organizations reflected his 
thinking. They also served to perpetuate the direc- 
tion and terms of his thought. The Farmers Union 
has persistently hammered at the need of a strong 
class organization. The Farm Bureau has shied at 
the curt word class but encouraged producer-mind- 
edness by tying itself to the county-agent system 
which provided technical advisors to teach the 
farmer how to increase production. Both organiza- 
tions kept attention riveted on his producer prob- 
lems, telling him that their solution would bring 
him the security he desired. It was inevitable that 
when consumer organizations were established they 
should be regarded simply as aids to the solving of 
occupational problems. 

The motives of the American farmer in forming 
purchasing organizations were basically the same as 
that of the Rochdale Pioneers. In the beginning, they 
saw in their store simply a means to an end — the end 
being to secure ownership of the factories and ma- 
chines which they made productive by their labor. 
Ownership would give them adequate rewards for 
their work, and freedom from the insecurity of own- 
ing no property. The farmers’ organizations have 
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been dominated by men whose thinking was very 
similar to that of the Christian Socialists who ex- 
alted the interest of producers to the very end. 

Within the ranks of agricultural co-operators a 
battle is raging much like that which shook the Eng- 
lish co-operative movement for almost half a cen- 
tury. The old question as to whether or not 
consumer or producer interest is the most important 
is very much alive today. 

The controversy has hardly reached the farm 
marketing associations which carry on a consumer 
business for their members. Their focal point of in- 
terest is still in the marketing field. Their primary 
purpose is to get producers more for their products. 
They purchase supplies for members in order to cut 
the costs of production for them. Usually they 
handle no general consumer goods. A very few ele- 
vators handle coal and gasoline but these items are 
relatively unimportant side lines. Naturally, the 
leadership of these marketing associations has no 
sense of identity with the world-wide consumers’ 
movement. They, are not particularly hostile to it 
but are almost wholly indifferent to it. 

Those who formulate the philosophy for the 
marketing groups are essential followers of Robert 
Owen. They believe with him that producers must 
be organized in order that they may secure for 
themselves the full returns from their productive 
effort. Like him they regard co-operative purchasing 
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as an incidental feature of the more important pro- 
ducer program. 

Within the American Farm Bureau Federation 
the struggle is very much alive today. Its national 
leadership is almost wholly engrossed with the ques- 
tion of how to increase the farmer’s share of the 
national income. It has consistently supported the 
government in the AAA program — including all pro- 
posals for creating an artificial scarcity through 
limiting production. It does not frown on economic 
co-operation but believes in it for farmers and for 
farmers only. It sees no virtue in the consumer 
approach to the problems of rural people. It looks 
with disfavor on the general consumers’ co-operative 
movement — fearing that it will compromise the in- 
terests of farmers. Their point of view is not dis- 
similar from that of the Christian Socialist of nine- 
teenth century England who had such holy fear that 
the consumers’ co-operatives were encroaching on 
the sacred rights of producers. 

Some of the state Farm Bureau Federations fol- 
low the national leaders of the organization. A sig- 
nificant minority do not. The Indiana, Ohio, and 
Pennsylvania groups are manifesting a growing in- 
terest in general consumer action. They have of- 
ficially endorsed the efforts of city dwellers to 
establish co-operatives for themselves. Officers of 
Indiana’s Farm Bureau gave material aid to In- 
dianapolis’ first co-operatively owned filling station 
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— investing money and time in an effort to interest 
urban people in the co-operative method of dis- 
tributing petroleum products. 

The leaders of the Ohio Farm Bureau are doing 
much to get the farmers of that state to consider 
themselves consumers. There is a growing acceptance 
of the position of Adam Smith that consumption is 
the sole end and purpose of all production and that 
the interest of the producer is secondary to that of 
the consumer. This does not mean that the Ohio 
Farm Bureau is not doing all within its power to get 
agricultural producers a fairer share of the national 
income. It does mean that it sees no escape from the 
present economic chaos without consumer co-opera- 
tive ownership of the means of production and dis- 
tribution. The Pennsylvania leadership has a like 
point of view. 

The Farmers Union and the Indiana, Ohio, and 
Pennsylvania Farm Bureaus are in essential agree- 
ment. The Farmers Union press is filled with news 
about consumer co-operatives. The educational pro- 
gram of the Union includes consumers’ co-operation. 
The wholesale facilities are put freely at the disposal 
of urban as well as rural co-operatives. Of the three 
national farm organizations it has most completely 
and wholeheartedly endorsed the consumers’ co- 
operative approach to present-day economic prob- 
lems. 

But while all this is true, the Farmers Union and 
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the liberal element in the Farm Bureau still have 
some reservations about forgetting occupational dif- 
ferences in co-operative organizations. Both groups 
practice a co-operative dualism. They encourage and 
abet the general consumers’ movement but at the 
same time keep occupational barriers around the 
co-operatives which they have sponsored. The mem- 
bership in the co-operative associations of the Farm 
Bureau and Farmers Union is nearly always limited 
to “producers of agricultural products.” Others are 
permitted to buy, but as yet are not accepted as fel- 
low consumers with equal rights and privileges. 

The more recently organized independent co- 
operatives, which came into being without a farmers’ 
organization acting as mid-wife and nurse for them, 
have naturally manifested the least interest in pro- 
ducer economic activities and gone the farthest in 
asserting the primary importance of the consumer 
approach to our present puzzling problems. They 
have no objections to producers’ marketing associa- 
tions. In fact they heartily favor them as a means 
of increasing the income of farmers. 

And they believe in farmers’ class organizations 
to protect agricultural interests in the halls of gov- 
ernment. But they also believe that there is no 
security for the rural population apart from the 
well-being of the urban people; they regard our 
basic economic problems as things which concern 
the people as a whole. They see consumers’ co-opera- 
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tion as the battle-line of all exploited, disinherited 
people against want and insecurity. They urge the 
farmer to join co-operatives not primarily for the 
purpose of furthering his interests as a producer 
but to enrich his life as a consumer and a human 
being. They point out that the fundamental reason 
for farmers wanting more for what they sell is to 
give greater access to the great store of consumer 
goods which our industrial machinery is capable of 
producing. The basic desire is for more things to 
consume. The real concern is for a better standard 
of living. 

These independent co-operative groups were 
started by farmers, today they are largely supported 
by farmers, but they have little interest in occupa- 
tional differences. They draw no lines between peo- 
ple because they happen to make their living at 
different kinds of work. The Midland Co-operator, 
official organ of the Midland wholesale and its affili- 
ates, boldly carries this statement of purpose: “de- 
voted to building the consumers’ co-operative 
movement.” Though started by farm people, the 
Midland is giving encouragement to persons of all 
occupations to organize themselves as consumers — 
particularly for the distribution of petroleum 
products. The Consumers Co-operative Association 
of Kansas City — once the Union Oil Company — is 
working along similar lines. It is now encouraging 
both filling stations and stores handling groceries 
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and household necessities. The change in name is a 
reflection of a consciousness of larger purposes. 

The drift within the farmers’ co-operative move- 
ment is toward the point of view dominant in these 
independent groups. Certain straws point the direc- 
tion. One indicator is the increasing number of farm- 
ers’ purchasing associations which are affiliating 
with the Co-operative League — which has always in- 
sisted that the consumer interest of men and women 
was a solvent for the barriers which divided them 
as producers. The first wholesale to take this step 
was the Grange organization of Seattle. It became 
a League member in 1929. The Midland followed 
in 1930. 

Four years later the directors of National Co- 
operatives voted to accept membership with the 
older educational federation. This brought within 
the scope of the League influence over six hundred 
local co-operative associations. As other wholesales 
have joined the National this number has been 
greatly increased. This affiliation does not mean that 
all the members of the local societies involved, 
or even all the officials of the wholesales, are think- 
ing of their business institutions as servants of all 
the people. It does mean that the directors of Na- 
tional Co-operatives and the groups which are a 
part of it are sufficiently interested in the promotion 
of a general consumers’ movement to want to have 
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fellowship with the League which is working to- 
ward that end. 

A second pointer is the frequency with which 
farmers’ organizations carry news about urban co- 
operatives in their official publications: the Okla- 
homa and Nebraska Union Farmer, the northwest’s 
Farmers Union Herald, the Indiana Farm Bureau’s 
Hoosier Farmer, the Ohio Farm Bureau News, the 
Co-operative Review of the Pennsylvania Farm Bu- 
reau are all carrying stories of consumers’ co-opera- 
tive achievements — urban and rural. 

In England, time and circumstances greatly as- 
sisted John T. W. Mitchell and his disciples in their 
struggle with the Christian Socialists. In America, 
practical, perhaps much more than theoretical con- 
siderations are leading fanners in the same direction. 

The large oil companies have not taken the in- 
creasing competition of co-operatives lying down. 
They have not been asleep to the fact that they have 
lost fourteen per cent of the nation’s tank wagon 
business. Because the oil associations have been so 
largely farmer-owned the capitalistic distributors of 
petroleum products have slashed prices in territories 
served by co-operatives operating tank trucks. In 
many cases gasoline is sold of. the truck for 3 and 
4 cents less than it is through filling stations. The co- 
ops have had to meet these price cuts. In many cases 
profits have all but disappeared. The oil companies 
with a large urban business can afford to fight the 
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farmers) co-operatives by price-cutting so long as 
they have the profits from the filling-station trade to 
keep them going. In this struggle the farmers are 
beginning to see the need of allies. In self-defense 
they are being forced to think in more inclusive 
terms. Self-preservation is a first law of life for 
economic as well as biological organisms. Rural co- 
operators know they must get into the filling-station 
business if the wide margins of profit in that field 
are to flow through co-operative channels. They also 
know that exclusively farmer-owned filling stations 
can never command the loyal support of those who 
live in villages, towns, and cities. They are beginning 
to see that they need all the help they can get from 
urban people. 

Also the grocery men, coal, lumber, and feed 
dealers are taking up the fight against co-operatives. 
This opposition bids fair to bring about a unity of 
thought and action which theorizing alone could 
never do. 

Then, too, trends within agriculture itself fight for 
the consumer-minded. There was a time when each 
American farm was a nearly self-sufficient economic 
unit. The food and clothing of the farm family came 
off the land. Home spinning, weaving, and sewing 
provided clothing. Home gardening, canning, butch- 
ering, and baking provided the food. Not many of 
the farmer’s dollars found their way into the cloth- 
ing or grocery store. But now wool, flax, and cotton 
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are all cash crops. They are sold to processors from 
which the farm family secures clothing. Home pro- 
duction of foodstuffs likewise slowly disappears. 
Home baked bread is becoming as rare on rural 
tables as it is on urban. In certain areas home butch- 
ering is a thing of the past. Creamery butter and 
oleomargarine certainly are not rarities at “country 
dinners.” More and more of the farmer’s income is 
spent for food. The grocery bill is an increasingly im- 
portant item in his budget. 

This trend naturally focuses attention on the pos- 
sibility of co-operative purchasing of food. The 
farmers who have done so well with motor fuel and 
general agricultural supplies are not likely to let 
food and clothing go permanently neglected. There 
is only one way to think of organizing a co-operative 
food or clothing store — that is on the basis of gen- 
eral consumer ownership. Even the most decidedly 
producer-minded agriculturist can’t get very enthusi- 
astic about organizing a special class of co-operative 
grocery stores to serve the producers of farm 
products. 

The increasing specialization of agriculture is 
making it more difficult to maintain the unity of 
farmers in an occupational fraternity. The corn 
farmer sells his corn to the cotton and dairy farmer. 
The cotton farmer produces the raw material for 
the clothing of all other types of farmers. The 
wheat farmer is rapidly becoming a specialist, pro- 
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during for the entire population. High prices for 
one class of farmers often means reduced purchas- 
ing power for another class. The producer interest 
of one class of farmers is very often in essential con- 
flict with the producer interest of another. The 
cleavages between classes of farm producers are just 
as great as the cleavage between the farmer as a 
producer and the city laborer as a producer. This 
important fact gnaws at the heart of the farmer’s 
occupational class consciousness. As farmers grow 
increasingly dependent upon others for the goods 
and services they use, as geographic division of la- 
bor destroys self-sufficiency, agricultural producers 
must turn to consumers’ co-operation in their search 
for a common approach to their economic problems. 

In America as elsewhere, time, coupled with in- 
evitable trends within agriculture itself, will have 
much to do with settling a controversy which is almost 
as ancient as the co-operative movement itself. Ru- 
ral America is coming of age economically. 




CHAPTER XI 


The City Follows Suit 


It may be that the long awaited day of the con- 
sumers’ co-operative movement is at hand in 
America. Certainly there is a growing concern with 
general consumer problems and an increasing inter- 
est in co-operatives. 

The best sellers of the last few years have been 
books dealing with consumer problems. Those who 
buy the food and clothing for American households 
eagerly read anything 'which promises them help in 
the matter of spending money. They want to know 
the relative merits of various products and brands. 
Literature debunking advertising is read with al- 
most malicious glee. Consumers want more facts 
and less fiction about the goods they use. 

Home Demonstration Agents of the Agricultu- 
ral Extension Service find rural women eager to be- 
come intelligent purchasers. 4-H clubs, domestic 
science departments of high schools and colleges 
are seeking to create a generation of homekeep- 
ers who will be scientific choosers in the market 
place. 

Public and private educational institutions are 
beginning to teach courses on Consumer Problems. 
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This represents a new emphasis. In the immediate 
past education has been largely engrossed with tech- 
nical training. The laboratories and experimental 
stations of colleges and universities have been second 
only to the stadiums in size and importance. Young 
men and women have been trained for efficient pro- 
duction. Education has been dedicated to occupa- 
tional preparation. But there is a growing awareness 
that men and women are fundamentally consumers. 
The ability to use intelligently consumer goods is 
something which graces life long after the individ- 
ual’s productive days are over. 

These things are straws in the wind. Americans 
are coming into consumer self-consciousness. To be 
sure the biggest consumer problem of the average 
person is getting goods to consume. No consumer 
training is fundamental which does not attempt to 
give the masses of men a way by which they can 
tap for themselves the world’s great resources of 
wealth. 

But the fundamentals are not being neglected. 
The demand for information about the co-operative 
way of carrying on business was never so great. 
Presses are busy printing pamphlets and books on the 
subject. Libraries which for years were barren of 
co-operative literature have recently purchased vol- 
umes of it in response to growing demand. 

American labor is showing signs of a revival of 
its interest in consumer action. It is apparently the 
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one thing upon which the followers of William L. 
Green and the disciples of John L. Lewis can agree. 
Sobering events of the closing months of 1937 and 
the first weeks of 1938 have helped the revival. La- 
bor has been on an organizational spree. Unionism 
has been the vogue. The right to bargain collectively 
for wages and hours has been sought after and 
fought for. But labor does not have security even 
when unionized unless there are jobs to be had. The 
lengthening relief rolls of 1937 and 1938 have made 
it clear that unions are not enough. There must be 
some way of insuring adequate distribution of goods, 
responsive to America’s ability to consume. The 
American Federation of Labor and the Congress of 
Industrial Organizations have both endorsed co- 
operatives in their national conventions. The day 
may come when they will play an important role in 
the development of urban co-operatives. 

This is not the first time labor has shown interest 
in consumer action. The Protective Union move- 
ment was the child of a labor union. The Knights of 
Labor heartily endorsed consumers’ co-operation. 
The wave of societies which emerged and died dur- 
ing the second decade of the present century had 
generous labor support. But for the past fifteen 
years the American union laborer has been almost 
wholly interested in getting higher wages and 
shorter hours. He had no interest in organizing 
himself as a consumer. During the boom days before 
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1929 he thought he was secure. Now he knows bet- 
ter. He is beginning to think about consumer pro- 
tection. 

The general interest in co-operatives is being re- 
flected in the increasing business volume of old so- 
cieties and the number of new ones being organized. 
Urbanites are following in the footsteps of their 
country cousins. Co-operative stores and filling sta- 
tions are no longer found only in hamlets and county 
seat towns. In the larger population centers they are 
breaking out like measles on a ten year old. 

In 1929 consumers’ co-operation seemed dead in 
California. Only three societies were left out of the 
once proud movement in that state. But the ravages 
of recent events are changing the picture. Her peo- 
ple tried to elect Upton Sinclair governor because 
he promised “to end poverty in California.” Failing 
in that they have gone back to the less spectacular 
co-operative method of solving their problems. The 
state has a new group of co-operative societies. They 
first organized themselves into two educational fed- 
erations which have since evolved into small whole- 
sales: the Associated Co-operatives of Northern 
California at Oakland and the Consumers Co-oper- 
ative Wholesale of Los Angeles. Around them are 
enlarging groups of societies operating stores and 
filling stations. 

At the beginning of the depression the Central 
States Co-operative League — the Illinois survival 
of the events of the early twenties — was a dying in- 
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stitution. Its societies were failing one at a time. 
League officials whistled to keep up their courage. 
The offices were at Bloomington, Illinois — the center 
of an increasing co-operative desert. The League 
was supposed to serve southern Michigan, Illinois, 
Indiana, and Ohio. But it would never have survived 
had it not been for the Finnish and Bohemian co- 
operators of Dillonvale and Cleveland, Ohio, Chi- 
cago and Waukegan, Illinois. 

By 1937 the League pulsated with life. New so- 
cieties, organized by teachers, office-workers, preach- 
ers, lawyers, and club women began to appear around 
Chicago, Detroit, Cincinnati, Cleveland. The offices 
are now in Chicago. In 1936 a small wholesale was 
started. In 1941 it served no member societies to 
which it made sales totaling $230,000. Gary and 
Indianapolis, Indiana; Columbus, Cincinnati, and 
Cleveland, Ohio; Flint, Ann Arbor, and Detroit, 
Michigan; Chicago and the cities which nest about it, 
all boast newly established stores and filling stations. 
In southern Michigan and around Chicago local 
educational federations have been set up to help 
make the movement effective in those areas. 

On the east coast like events are taking place. In 
1925 the Eastern States Co-operative League was 
established to assist the national League in promot- 
ing co-operation on the northern half of the Atlantic 
seaboard. This venture received its best support 
from the Finlanders of Massachusetts and a handful 
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of large societies in New York City and Brooklyn. 
In 1937 New York had three co-operative housing 
societies with a total membership of 1,031 families. 
Consumers Co-operative Services, which operates a 
chain of cafeterias, had 4,500 members; the Co- 
operative Trading Association of Brooklyn 2,400. 
There was a sprinkling of other small fry which 
brought the total number of League member socie- 
ties to 49. The Eastern Co-operative Wholesale of 
New York was established in 1929 with 7 affiliates. 
From 1935 to 1941 its business volume increased 
from $203,720 to $2,107,000. In 1935 it had n 
affiliated societies. By 1941 this figure had grown 
to 147. 

Boston and Philadelphia have active co-operative 
groups operating new business enterprises. The na- 
tion’s capital has two large societies. Pittsburgh 
and its environs boasts a revival of interest in con- 
sumers’ co-operation. t 

In the Old Northwest the Midland wholesale of 
Minneapolis and the Central Wholesale at Su- 
perior are serving an ever-increasing number of ur- 
ban societies. The Midland recently established a 
branch warehouse at Milwaukee in order to better 
serve the co-operatively owned filling stations of 
Wisconsin. Madison, Kenosha, Racine, and Mil- 
waukee all have rapidly growing young co-ops. Wis- 
consin law requires that public educational 
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institutions teach the principles and practices of con- 
sumers’ co-operation. 

Minnesota is the nation’s greatest co-operative 
state. The high percentage of north Europeans 
among her people has been a factor in the growth of 
consumer societies. Minneapolis and St. Paul have 
strong co-operatives serving an expanding host of 
people. 

Much good for the cause was once done by the 
Northern States Co-operative League with head- 
quarters in Minneapolis. In the beginning its support 
came largely from Finnish organizations. But it con- 
sistently sought to help all interested groups without 
regard to their nationality. In 1936 it had 475 mem- 
ber societies representing 167,000 families. The ma- 
jority of these were rural but the percentage from 
the cities steadily increased. The work of the 
League has since been absorbed into the educational 
departments of co-operative wholesales. But the co- 
operators of the area continue to be less interested 
in occupational differences than those of some other 
areas. The doors of most societies are open to all 
who wish to join them. 

In the great western water-shed of the Mississippi 
river the Consumers Co-operative Association of 
North Kansas City is a rallying center for both ur- 
ban and rural societies. Within the past five years 
city groups have come to play a much more im- 
portant role in its affairs. Denver, Colorado; Des 
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Moines, Iowa; St, Louis, and Columbia, Missouri; 
the two Kansas Cities; Manhattan and Emporia, 
Kansas ; Enid, Oklahoma, are all centers of new de- 
velopments. 

A wholesale was established in Enid, June i, 

1936. It was called Oklahoma Co-operatives, Inc. 
It has worked in close connection with the Associa- 
tion at Kansas City using the older organization as 
a source of supply. It began with 30 member socie- 
ties, handling over 2,000,000 gallons of motor fuel 
its first year. 

In the Pacific Northwest, the Grange Wholesale 
and the Pacific Supply Co-operative feel the impact 
of growing urban movements. The petroleum volume 
of the latter organization increased 20 per cent in 

1937. It routed over 13,000,000 gallons of petro- 
leum products to consumer-owned stations. It is 
seriously considering expansion into the grocery busi- 
ness. 

Add the growth of urban co-operatives to the in- 
creasing strength of the rural societies and the evi- 
dence is clear that American consumers are not 
content to stop without trying to solve the funda- 
mental problem of the average consumer — how to 
get goods to consume. 

The co-operatives are not only increasing in num- 
bers but they are operating in a widening variety of 
fields. Mention has already been made of the large 
quantities of farm supplies purchased by co-operat- 
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ing farmers. There are a host of organizations sell- 
ing petroleum products through filling stations and 
off tank trucks. The grocery store has always been 
a favorite co-operative enterprise. In a few places 
consumers own their own dairies. The largest single 
society in America is the Franklin Co-operative 
Creamery of Minneapolis which has handled $50,- 
000,000 worth of milk products since its organiza- 
tion in 1921. The Co-operative Trading Company 
of Waukegan operates 1 2 milk routes. 

At Dillonvale, Ohio, we have America’s first con- 
sumer-owned packing plant. This was built in 1936 
by the New Co-operative Company to supply its 
stores with fresh meats and sausages. 

The people of a number of communities in Min- 
nesota and Iowa have grown weary of high funeral 
costs and have set up societies to provide this service 
for themselves. The first of the Iowa associations 
was established at George in 1927. The state now 
has nine others. The total membership is 12,000 
families. Minnesota has nearly a score of like asso- 
ciations. In 1941 there were 40 in the whole coun- 
try serving 32,500 members. 

Many rural sections have co-operative telephone 
companies which have been in operation almost from 
the beginning of the famed “party line.” Within the 
past few years, through the help of the New Deal’s 
Rural Electrification Administration, a large num- 
ber of co-operative electric lines have been built. The 
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first of these was in Boone County, Indiana. Ohio 
alone has projects in operation which serve 15,000 
farms. 

In New York City the Amalgamated Clothing 
Workers have made a splendid showing with co- 
operative apartment houses. Eight hundred sixty 
families are organized in two societies : the Amalga- 
mated Housing Corporation and Amalgamated 
Dwellings. In connection with their housing projects 
they have operated grocery stores, laundry service, 
a co-operative bus service, and a children’s summer 
• camp. 

Also in New York City is the Consumers Book 
Co-operative, a national organization, which sup- 
plies individuals with books of all types and main- 
tains a wholesale service for co-operatives, 
libraries, and other institutions; and Consumers 
Co-operative Services, a unique society engaged 
wholly in the operation of eight cafeterias. It has 
4,000 members. 

In areas into which electric lines have been re- 
cently built, the co-operative distribution of electrical 
goods has developed. National Co-operatives has 
provided its member societies with a complete line of 
refrigerators, radios, washing machines, and vacuum 
cleaners. 

Indiana has a few co-operatively owned lumber 
yards. Hardware stores are by no means rare. 

In the old Northwest co-operative garages, op- 
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erated in connection with filling stations, are main- 
tained. In some cases these garages not only provide 
a repair service, they merchandise automobiles as well. 

Co-operative insurance is a growing part of the 
movement. The Farm Bureau Co-operative Insur- 
ance Services of Columbus, Ohio, write automobile, 
fire, life, health, and general liability insurance in 
eleven states. Their automobile company is among 
the largest mutual casualty companies in the United 
States. The Workmen’s Mutual Fire Insurance So- 
ciety of New York has an honorable history run- 
ning over half a century. The Farmers Union and 
the Grange both carry on ambitious insurance pro- 
grams for their members. There are a great many 
small co-operative fire-insurance companies among 
farmers. 

Consumers are not only organizing themselves 
in increasing numbers in America, they are provid- 
ing themselves with an expanding variety of serv- 
ices. The list of goods and services which can be 
purchased co-operatively grows with the size and 
power of the movement. Americans are learning 
that there are few things important for good living 
which cannot be distributed through channels owned 
by consumers themselves. 

The chart on the opposite page gives a compre- 
hensive picture of the number of Americans inter- 
ested in Consumers Co-operation and the types of 
services with which they are providing themselves. 
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CHAPTER XII 


Strength and Weakness 


Recent years in America’s co-operative history have 
been characterized by unprecedented growth. Since 
1934 many of the larger wholesales have had an- 
nual increases in business volume ranging from 20 
to 50 per cent. While capitalistic business has wal- 
lowed in the doldrums, co-operatives have sold more 
goods, expanded services, and employed an increasing 
army of people. 

However, rapidity of growth is not of necessity 
an indication of strength or permanency. There have 
been periods of swift expansion in the past. The 
early Grange movement grew by leaps and bounds. 
Co-operatives were being established about as fast 
in 1918 and 1919 as they are now, but the death 
rate from 1920 to 1923 was equal to the growth rate 
of the boom period. Only a foolish or uninformed 
optimist would accept the fact of rapid expansion as 
certain evidence that an ever greater portion of 
American business will flow through co-operative 
channels in the future. 

An unguided spirit of expansionism is in itself 
dangerous. Unless controlled by the discipline of 
economic facts and the stern finality of balance 
sheets it is heady wine for a young co-operative 
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movement. A co-operative that does not grow 
eventually dies, but one which expands too fast is 
just as certain to come to an untimely end. Over- 
expansion is one of the threats against the perma- 
nency of many American co-operatives. 

The situation in one section of the farm move- 
ment is a case in point. During 1933, 1934, and 1935 
one of the state branches of a farmers’ organization 
promoted a string of local co-operative societies 
and established a wholesale to serve the territory 
with petroleum products and general farm supplies. 
Most of the local associations were started with in- 
adequate capital. General farm conditions were bad 
and it was hard to sell enough shares to properly 
finance them. But in spite of this handicap reasonable 
initial success was achieved. As the co-operatives 
grew the eagerness of the leaders of the develop- 
ment increased. They began to urge local boards of 
directors to push new items. Electrical appliances, 
farm machinery, clothing, and even groceries were 
taken on. Before accumulated profits relieved the 
financial situation for one set of services new ones 
were added. Increased inventories then created 
great strain for capital structures. Lack of re- 
sources made it difficult to carry the necessary over- 
head involved in proper merchandising of such items 
as tractors, farm tools, electric refrigerators, and 
radios. 

The situation was much further complicated by 
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refusal to adopt the Rochdale practice of cash trad- 
ing. The statement, “Farmers must have credit,” 
was often interpreted to mean, “co-operatives must 
extend credit to farmers.” The state organization 
gave local boards of directors no encouragement 
to go on a cash basis. Managers were given no train- 
ing in handling the perplexities involved in credit 
control. 

Naturally, this created a thoroughly unhealthy 
situation. But in 1940 came an awakening to its dan- 
gers. Thoroughgoing reforms were put into effect. 
It is now safe to assume that these co-operatives will 
be a lasting part of the American movement. 

Urban co-operators are subject to the same dis- 
ease. In 1937 representatives from groups interested 
in city grocery stores met in Columbus, Ohio, to dis- 
cuss their common problems. They spent nearly a 
day talking about the possibility of establishing a 
wholesale in that city — ignoring the fact that there 
were only a handful of local stores in operation in 
the state and few of them had money to invest in 
the capital stock of a wholesale. The co-operators 
of another American city actually launched a whole- 
sale before they had organized a single successful 
local store to buy from it. This eagerness for a 
wholesale is one of the most common types of over- 
expansionism. 

It also takes the form of starting under-financed 
stores. In one Illinois city a group of enthusiasts 
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wanted to get into business shortly after they heard 
about co-operatives. They raised a few hundred 
dollars, bought out a small merchant, and started 
into business for themselves. For a time it seemed 
that membership loyalty would overcome the handi- 
cap of inadequate capital. But an unforeseen acci- 
dent involved the society in expensive litigation. 
There were no reserves to take care of such an 
emergency. The store had to close its doors. The co- 
operative movement would have been further ahead 
in that city if there had been less haste. 

The overeagerness of enthusiasts undoubtedly 
will continue to doom other newly established socie- 
ties to an early death. 

Overlapping of territory is a weakness of the co- 
operative wholesale structure of the country. It is 
not likely to be fatal either to established wholesales 
or to local societies but it does make for duplica- 
tion of services and lack of co-ordination. The state 
of Washington has both the Grange Co-operative 
Wholesale and the Pacific Supply Co-operative. The 
territory served by the Consumers Co-operative As- 
sociation overlaps with that of the Farmers Union 
Jobbing Association of Kansas, the Farmers Union 
Exchange of Nebraska, and the Missouri Farmers 
Association. In Minnesota, the Midland Co-opera- 
tive Wholesale and the Farmers Union Central Ex- 
change are located within a few miles of each other. 
The territory served by the Midland’s Milwaukee 
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branch and the Central Co-operative Wholesale of 
Superior overlap. In Ohio some County Farm Bu- 
reau Co-operatives and farmers’ elevators buying 
through the Fostoria Grain and Supply Co-operative 
operate in competition with each other. To further 
complicate the picture the Ohio State Grange sells 
fertilizer, twine, paint, and oil through local business 
agents. The Pennsylvania Farm Bureau co-opera- 
tives and Eastern States Farmers Exchange compete 
in portions of Pennsylvania. In Oklahoma there are 
both a Farmers Union state exchange and the newly 
created Oklahoma Co-operatives, Inc. 

A part of this situation is the result of American 
geography. The United States is as large as Eu- 
rope. There is a very definite limit to the amount 
of territory which a wholesale house can serve profit- 
ably. As co-operatives were established in regions 
not being served by existing wholesales new ones 
naturally came into being. In the course of time there 
was inevitable overlapping at the fringes. Only care- 
ful advance planning could have prevented it. 

Some of the present duplication has its roots in 
past commodity specialization. For instance, the first 
co-operatives handling petroleum products were new 
organizations set up originally for the marketing 
of a single group of commodities. At the time the 
Midland wholesale was established the Central Co- 
operative Wholesale was not interested in petroleum 
products. Its societies were almost exclusively en- 
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gaged in the grocery business. It was perfectly natu- 
ral for the oil associations to create a separate 
wholesale to provide themselves with gasoline, kero- 
sene, oil, and grease. Since that time the societies 
affiliated with the Central wholesale have started 
handling petroleum products and the Midland affili- 
ates have become interested in groceries and farm 
supplies. Societies in each group continue to look to 
the organization from which they have been habitu- 
ally buying to supply them with the new commodities 
as their distribution is undertaken. 

When the Consumers Co-operative Association 
was first formed it was called the Union Oil Com- 
pany. Its original purpose was to market one type 
of merchandise. The Farmers Union wholesales of 
the area were not then paying much attention to the 
gasoline and oil business. Since then the Farmers 
Union wholesales have become interested in petro- 
leum, and the oil co-ops in expanding their services 
into other lines. 

But neither an outgrown commodity specializa- 
tion nor geography can wholly account for all the 
overlapping. No small part of it is due to continued 
domination by sponsoring organizations. This is par- 
ticularly true of those set up by state Granges, Farm 
Bureaus, and Farmers Unions. These groups started 
co-operatives as a part of their general program 
for helping farmers solve their problems. Loyalty 
to the idea of co-operation implied loyalty to the 
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sponsoring organization and its total program. De- 
votion to the total program meant faithful support 
of business enterprises. Neither leaders nor rank and 
file farmers ever thought of separating the two. The 
co-operative staffs worked freely and faithfully to 
promote membership in the farm organization which 
sponsored them. In many cases it became customary 
to simply deduct annual dues from patronage divi- 
dends. This greatly simplified the matter of collect- 
ing these regular contributions to state and national 
treasuries. The co-operative program, where suc- 
cessful, inevitably enhanced the prestige and power 
of the so-called parent body. Farmers Union, 
Grange, and Farm Bureau officials would have to be 
idealists of the purest sort, if they were not more 
eager to see co-operatives established which bear the 
label of their organization than they are to see in- 
dependent societies supplying their members with 
goods. 

Motives of this kind easily account for the over- 
lapping of Grange, Farm Bureau, and independent 
co-operative purchasing in Ohio; for the setting up 
of the Farmers Union Exchange almost next door 
to the Midland wholesale. 

The labeling of co-operatives with the name of a 
sponsoring group makes for duplication in another 
way. There are always those persons who do not 
endorse the total program of the parent body, who 
for a host of reasons have no interest in the particu- 
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lar point of view of an occupational class organiza- 
tion. In areas where labeled co-operatives have been 
established, these people are faced with the choice 
of supporting a co-operative bearing a name that 
either arouses antagonism or is without significance 
for them, establishing an independent unlabeled so- 
ciety, or buying through the usual non-co-operative 
sources. Not infrequently they choose the second 
alternative. That was the choice in Oklahoma and 
the Oklahoma Co-operatives came into being right 
under the nose of a Farmers Union state exchange. 

The American co-operative movement will not 
reach its full stature until its leaders have found a 
way of eliminating from the wholesale structure this 
lack of co-ordination. 

But weighing against the weaknesses of expansion- 
ism and overlapping are certain factors making for 
their correction. One of these is the extensive de- 
velopment of adult education among co-operative so- 
cieties. For a number of years the burden of educa- 
tional work was largely carried on by the national 
and district Leagues. Today these organizations be- 
come increasingly supervisory and advisory in char- 
acter while the work of teaching the principles and 
practices of co-operation is being carried on by 
wholesales, local societies, and small regional coun- 
cils such as the Chicago Co-operative Union and 
the Range Co-operative League. And this is all 
to the good. It would be utterly impossible for the 
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district and national Leagues to keep up with the 
present demand for information without increasing 
help from local groups. 

Today there is hardly a co-operative wholesale in 
the national League which does not have an educa- 
tional department. Certain sections of the farm or- 
ganizations are doing yeoman service in this field. 
They are including co-operative education in their 
program, developing a growing number of study 
groups, conferences, and summer camps in which 
people are being taught how to operate their own 
business enterprises. Managers, directors, employees, 
co-operative shareholders, and young people attend 
and achieve a better understanding of their functions 
in the co-operative movement. 

This makes for a healthy attitude of self-criticism, 
creates the ability to recognize mistakes, and results 
in an enlarged vision of the importance of the thing 
they are attempting to do. It is undergirding pres- 
ent co-operatives with an informed group of men 
and women who know what they are doing and why. 

Past efforts at co-operation have not had such a 
foundation. The result was a host of mistakes which 
it is now possible to avoid. In previous years the re- 
action to failure was emotional — parties affected 
often became haters of the very name co-operative 
and simply refused to try again. Today the reaction 
is much more likely to be analytical and critical. It 
is not uncommon to find groups failing in their first 
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effort, then re-examining their experience, and start- 
ing over again. Instead of blaming co-operation, they 
blame themselves for blundering — a much healthier 
attitude for co-operators to assume. 

Affiliation of the younger wholesales and their lo- 
cal societies with the Co-operative League is helping 
combat the virus of over-expansionism. In this older 
organization are many men and women who remem- 
ber well the hectic days of 1918 and 1919, when 
everybody was trying the chain-store idea and at- 
tempting to improve on Rochdale practices. They 
know the dangers involved in too rapid growth. 

When lusty youthful wholesales started joining 
the League in 1933 these older voices were almost 
lost in strident marching calls which the new gen- 
eration of leaders were sending out to the consumers 
of America. But as the novices have continued to 
wrestle with the practical problems of co-operative 
operation they have found it a sobering experience. 
The counsel of older heads is being listened to with 
sincere respect. Co-operative education is coming to 
include a critical examination of past mistakes. 

As understanding of consumers’ co-operation 
grows it cannot but help solve the problem of over- 
lapping services. No co-operator talks intelligently 
about the movement without insisting that consumers 
are everybody. Men may not agree on politics or 
religion, they may differ in occupation, they may or 
may not be producers, but they must consume to live. 
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The consumer interest simply knows no barriers of 
race, class, creed, coldr, or occupation. That insight 
is leading some farm organization leaders to ques- 
tion the propriety of labeling co-operative societies 
with divisive names. It is creating a sense of common 
purpose among the rank and file of co-operators. 

The growing membership of both the League and 
National Co-operatives are concrete expressions of 
the trend toward unity. In 1928 the League had 
fewer than 150 local societies affiliated with it. The 
largest group was the societies connected with the 
Central Wholesale at Superior. Finnish and Bo- 
hemian associations backed by a handful of strong 
organizations among white-collar workers accounted 
for most of the League’s strength. The emerging 
rural movement was developing aloof and alone. 
There was little consciousness of unity among rural 
organizations themselves. Each one was carrying on 
without much regard for what others were doing. 
But this condition changes with great rapidity. Most 
of the large independent wholesales are now League 
members. One by one the Farm Bureau, Farmers 
Union, and Grange co-operatives come in. Those 
which have not yet joined are showing a very 
friendly spirit. 

As the League binds the wholesales together in 
an educational federation, National Co-operatives 
unites them in a commercial organization. The pres- 
ent list of those buying through National Co-opera- 
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tives includes thirteen wholesales in the United 
States and two in Canada: Central Co-operative 
Wholesale of Superior, Central States Co-operatives 
of Chicago, Consumers Co-operative Association of 
North Kansas City, Consumers Co-operatives As- 
sociated of Amarillo, Eastern Co-operative Whole- 
sale of Brooklyn, Farmers Co-operative Exchange 
of Raleigh, Farmers Union Central Exchange of 
St. Paul, Indiana Farm Bureau Co-operative Asso- 
ciation of Indianapolis, Michigan Farm Bureau 
Services of Lansing, Midland Co-operative Whole- 
sale of Minneapolis, Ohio Farm Bureau Co-opera- 
tive Association of Columbus, Pennsylvania Farm 
Bureau Co-operative Association of Harrisburg, 
Pacific Supply Co-operative of Walla Walla, Sas- 
katchewan Co-operative Wholesale of Saskatoon, 
and the United Farmers Co-operative of Toronto. 
In 1941 their combined sales were $82,624,000. 

At the 1938 Congress of the Co-operative League 
steps were taken to bring the two national organiza- 
tions closer together. Branch offices of the League 
have been established in Chicago in connection with 
the offices of National Co-operatives. An interlock- 
ing directorate insures co-ordination of activities and 
program. 

The formation of national co-operative federa- 
tions — educational and commercial — have always 
preceded the great periods of growth in those coun- 
tries of Europe where the movement has achieved 

171 



CO-OPERATIVES IN AMERICA 


power. No one can study the history of co-opera- 
tion in Denmark, Finland, Sweden, England, Italy, 
Russia, France, Belgium without being impressed by 
that fact. Isolated societies working alone have never 
made significant progress. National unity is im- 
portant for the future of American co-operatives. 
This is in the process of being achieved today. 

The growing educational program plus the increas- 
ing unity of the movement are likely to be bulwarks 
of strength in the lusty American development. 
However, the day of failures is not at an end. There 
will yet be local societies started only to be aban- 
doned and buried with those which have gone before. 
But as the rank and file of co-operators become more 
intelligent, as the help and advice of experienced 
people becomes increasingly available to new groups, 
failures should become more and more rare. 

But the thing which will do most to make the 
American co-operatives permanent lies wholly out- 
side the movement itself. If the present atmosphere 
of disillusionment among farmers, laborers, and 
thoughtful people of other occupations continues, 
nothing short of a revolution or defeat of the United 
Nations in the present war seems likely to stop the 
growth of co-operatives. The first year of war 
greatly stimulated the interest of Americans in them. 

Co-operatives were born of adversity. They have 
thrived only where continued need prepared the 
ground for them. That preparation has been going 
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forward since 1920 in rural America and since 1929 
in the industrial centers. America’s changing years 
have been times of adversity, and the end is not yet. 

Fortunately the leaders of the movement face the 
future with an increased confidence in its power and 
possibilities. There was a time when many friends 
of the co-operatives doubted their ability to invade 
the field of production and transportation. But to- 
day that doubt is dispelled. The feed mills and fer- 
tilizer plants, the paint and canning factories, the 
refineries and oil wells, the pipe lines and transport 
systems which have been acquired since 1937 are 
effective demonstrations against which there can be 
no argument. Those who carried these develop- 
ments forward now regard them as mere begin- 
nings. The future will present its problems but they 
face it with confidence. 
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Co-operation and Capitalism 


The recent rise of the consumers’ co-operative 
movement in America has been accompanied by a 
great amount of rhetoric and oratory. It has brought 
forth a virtual flood of literature — for and against. 
It has been extravagantly praised as a middle road 
between Fascism and Communism ; it has been called 
a peaceful, evolutionary, “Christian” method of 
building a better economic order. It has been en- 
thusiastically damned as a threat against free 
enterprise, has been ranked with Socialism and Com- 
munism as a dangerous subversive influence. 

Orators and writers on both sides of the contro- 
versy seem to have missed the basic fact that co- 
operation is simply a method of organizing business. 
It is not a middle road between Communism and 
Fascism; it is not Socialism or Communism for the 
reason that all three of these widely publicized isms 
depend on the use of the political state to achieve 
their ends. Co-operation is non-political in character 
as capitalism is basically non-political. Both repre- 
sent techniques of organizing men and capital for 
the purpose of buying, selling, and manufacturing 
goods and services. 
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Capitalism and co-operation have existed side by 
side since 1844. They have developed in democra- 
cies and autocracies, under monarchs and presidents, 
parliaments and dictators. Each has been, on occa- 
sion, hampered by those in political power. There 
have been times when one or the other has been 
encouraged by government. But neither represents 
government in business. They certainly are not identi- 
cal, but they are alike in being separate and apart 
from programs of political reform and efforts to 
change economics by political action. 

The chief differences between the two are in the 
way in which they distribute the control and the earn- 
ings of business and industry. The usual capitalistic 
method of distributing earnings is to divide them 
among the investors in a given enterprise in propor- 
tion to the amount they have invested. The more 
shares of stock owned by a single individual the 
greater that individual’s portion of the total earn- 
ings. A co-operative pays interest on the share capi- 
tal. Earnings over and above interest are prorated 
among its patrons in proportion to the amount pur- 
chased by them. The greater an individual’s pur- 
chases the greater the share of the earnings received. 
Both capitalistic businesses and co-operatives some- 
times pay their earnings in either shares or in cash. 
The form in which payment is made is not dis- 
tinctive. The method of distribution is distinctive. 

Control in a capitalistic business is distributed 
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among the shareholders in proportion to investment. 
One vote per share is the rule. The person or group 
of persons owning 51 per cent of the capital are in 
complete control. In a co-operative, control is demo- 
cratically distributed among the stockholders. Each 
individual has a single vote without regard to the 
number of shares owned. 

Those are the fundamental differences between 
capitalism and co-operation as techniques of business 
organization. A person’s choice of technique is likely 
to be conditioned by his economic interest. Those 
who want to secure the largest possible returns on 
their investments will naturally identify themselves 
with capitalistic enterprises. Those who want to buy 
control of a business will do likewise. 

On the other hand, those who are primarily con- 
cerned with increasing the buying power of money 
spent for goods and services will join co-operatives. 
Those who want a voice in business but do not have 
the funds to buy control of an enterprise will make 
a similar choice, if all factors are equal. The casual 
observer may be unimpressed by these distinctions. 
He is quite likely to say, “If those are the only im- 
portant differences, why all the discussion? What 
claim does the co-operative movement have on the 
loyalty of those who are searching for economic se- 
curity and social equality in the present chaotic 
world? What does it offer the ordinary citizen except 
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a little more buying power for the dollars he has 
managed to earn?” 

The answer lies in the effects which the two meth- 
ods have on the distribution of property ownership. 
Capitalism tends to concentrate wealth ; co-operation 
makes for widely distributed ownership of property. 

The reasons are simplicity itself. By its technique 
of giving the largest share of the earnings of indus- 
try to those who have the largest investments capi- 
talism makes the rich man constantly richer, in com- 
parison with his less fortunate neighbors. Two men 
may start out in the same corporation — one making 
an investment of $100,000 and the other $1,000,- 
OOO. If an average dividend of io per cent is received 
and all of it saved, at the end of ten years the dif- 
ference between the wealth of one and the other will 
double. When they start, the richer will have $900,- 
000 more than his fellow. At the end of the period 
he will have $1,800,000 more. Under capitalism 
nothing can prevent a growing gap between rich 
and poor, between those who have little and those 
who have much. This tendency is inherent in the 
technique. 

This is not to deny that circumstances may modify 
this natural result. The American frontier condi- 
tioned it for a long time. So long as there were great 
stores of unclaimed natural resources it was pos- 
sible for some men to start with nothing and die 
rich. Nature placed rich treasuries of oil, gold, coal, 
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timber, and iron at the disposal of those individuals 
who could claim them. In the race for them poor 
men sometimes got there first. In the days when men 
were hungry for machinery to make the world’s work 
easier, poor men sometimes found friends who 
helped them exploit inventions which made them 
rich. But the percentage of men of wealth who rose 
from the ranks is less today than it was a generation 
ago. The frontier is at an end. 

There is little disagreement about the fact of the 
growing concentration of wealth in America. The 
statisticians quarrel about the rapidity of the process 
but few deny that it is taking place. Small business 
men are being crowded out by chain stores, the in- 
dependent farmer slowly yields ground before the 
land owning insurance company and corporation 
farming. The independent artisan loses out before 
increased mass production. This happens not because 
capitalists as a class are any worse or any better than 
the mine run of farmers, laborers, small business 
men, and professional people; it happens because, 
under capitalism, it is inevitable. 

Control of wealth under capitalism is even more 
concentrated than ownership. It is easily possible 
for a business having 25,000 shareholders to be con- 
trolled by a single man. It is solely a matter of own- 
ing the necessary 51 per cent of voting stock. The 
creation of a holding company to own the 51 per 
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cent makes concentration of control even easier to 
achieve. 

The co-operative technique, in contrast to capital- 
ism, makes for wide distribution of both wealth and 
control of business enterprises. Again, the reason is 
simple. A co-operative pays its earnings to its pa- 
trons — the largest single group of persons in direct 
economic relationship to it. 

By way of example take a more or less typical co- 
operative handling farm supplies. It has 13 em- 
ployees, 340 shareholders, and 1,500 patrons. 
During 1937 it made more than $4,000 with a capi- 
tal investment of $8,000. Had it been an ordinary 
corporation it would have paid a common share divi- 
dend of more than 50 per cent. However, the share- 
holders received just 5 per cent in interest which 
was 10 per cent of the total earnings. The remain- 
ing 90 per cent was distributed to the customers. 
Those who were not shareholders received their re- 
fund in terms of share capital. Each year the organi- 
zation adds about thirty people to its shareholding 
group who come in by the patronage dividend route. 
This growing farm organization began with less 
than 200 stockholders. Every patron is a potential 
owner of a co-operative. As earnings improve with 
growing patronage the number who share in them 
inevitably increases. 

Control is as widely distributed as ownership. 
The democratic principle applies. No holding com- 
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pany can get control of a co-operative. This is not 
to deny that with the consent of- the majority a 
minority may exercise the franchise; but in any 
democracy there is no minority control which the 
majority does not accept of its own volition. 

Capitalism by concentration of wealth creates con- 
ditions in which dictatorship and autocracy can 
readily flourish. Co-operatives, by distributing wealth 
to the consumers, make for the preservation of po- 
litical and social democracy. There is no equality 
among men of widely differing degrees of wealth. 
Those who control a nation’s wealth will eventually 
achieve control of its political and social institutions. 

One need only read history and survey contempo- 
rary life to be convinced of that fact. Rome began 
its history as a democracy. When wealth became 
sufficiently concentrated the Caesars took control. 
Under slavery the slave owners’ voices were heeded 
in the halls of government. Under feudalism the lord 
of the manor was ruler. 

When slavery was dominant in the southern states 
less than 20 per cent of the population of the area 
owned slaves and yet the whole political policy of 
the Old South was determined by that 20 per cent. 
They finally led the entire population into war with 
the northern states in order to preserve the economic 
system which they cherished. 

Under feudalism the lord owned the land, the 
mill, the smithy, and most of the services needed for 
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simple manorial living. Likewise he was the judge 
and military ruler of the people. When the Chris- 
tian church began, it was made up of propertyless 
people. The Christians were persecuted with im- 
punity. In the course of time the church acquired 
property in its own right. It did this by persuading 
members to remember the institution in their final 
wills and testaments. When the church became the 
custodian of vast estates its prelates were listened 
to by political rulers. Their favor was sought and 
courted. Eventually the head of the church became 
more powerful than temporal rulers — but the power 
was rooted in temporal possessions. 

As the Middle Ages progressed, trade began. The 
merchants of the towns made themselves substantial 
men of wealth by keeping the profits from lucrative 
buying and selling. In time the towns became free 
political units. Venice, Florence, Pisa, Genoa, 
Antwerp, Lubeck, Cologne, Danzig, were numbered 
among the self-governing cities of the Medieval cen- 
turies. Their people paid allegiance to neither mano- 
rial lord nor prelate of the church. In the course of 
events the merchants supported kings against barons, 
and nations grew. 

Henry VIII was one king of this changing period. 
He is remembered in part because of the way he 
defied the church. He confiscated its lands and dis- 
obeyed its decrees. The thing that is forgotten is 
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that he was the richest man in his realm when he 
made his defiance effective. 

Finally the merchants defied the kings. They 
worked their will peaceably in England. The king 
became a figurehead. Democracy was established, but 
it was a democracy serving the imperial ambitions 
of traders and manufacturers. Autocracy could not 
have better promoted their ends. Democracy is tol- 
erated when it serves the interest of property. If it 
threatens to serve other interests, those who own 
are perfectly willing to repudiate it. 

Sometimes a group without property makes a mad 
bid for political power. Like children attempting too 
soon to exercise the prerogatives of adults, they are 
properly suppressed. Even the sinews of violent revo- 
lution are forms of wealth. The function of police 
and soldier is to protect life and property. 

Back of the political upheavals of the past lay 
changes in the ownership of lands and factories. 
Politics today is as sub-servient as ever to economic 
forces. 

This is true in nations j it is also true in villages. 
Look at any American town or city. The city council 
freely appropriates money to pave the boulevard 
that runs past the best residential property. It puts 
the best lighting system where the wealthiest live. A 
committee of business men is usually welcome in any 
politician’s office. Representatives from the Min- 
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ister’s Association or the Trade Union may be given 
a hearing, but very often they are not heeded. 

The running of schools and colleges is usually 
entrusted to men of property. They are sought out 
for school boards and to act as trustees of colleges 
and universities. They may not exactly determine 
what shall be taught. They do determine who shall 
teach, and the result is the same. 

The churches claim a higher allegiance than the 
things of this world but they ordinarily manage to 
keep a working partnership with those who have 
earthly possessions. Virtue is often verbally exalted 
as a thing to be honored and desired above all 
things else. Practically, much virtue without property 
loses out in the contest with a little virtue judiciously 
associated with the proper amount of wealth. A 
recent tour of America was made by a group of 
outstanding clergymen for the purpose of “stirring 
the spiritual life.” In every city they planned dinner 
meetings with the Christian business men. The idea 
came as an after-thought that there ought to be 
dinner meetings for Christian labor leaders. In the 
eyes of God there may be no difference between 
those who have and those who have not, but in the 
eyes of those who claim to speak for Him — prop- 
erty, like murder, will out. 

Those who own, control. They are the deter- 
miners of the uses to which wealth may be put. If a 
man owns the sources of food he will feed himself 
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first. If there is a surplus, he, if he is benevolent, 
will gladly extend to others the privilege of eating. 
If he is callous or indifferent he may not care. Or 
he may feed the hungry to still their cries in his 
ears. But it depends upon what he wants to do 
about it. If a man owns a factory he determines 
whether or not it shall run. No one tells him he 
must. If he runs it, it is only natural that he should 
consider its relation to his own welfare first. That 
men do this is not a sign they are depraved : it is a 
sign they are human. 

The under-dog may deeply resent these facts. 
The moralist may deplore them; the philosopher 
fail to find them rational. The wise person will 
build according to them. To flout them is futile. 
It does no good to wish they did not exist or to 
declare they ought not to be. 

Some of the politically minded try to thrust them 
aside. They seek security for the human race and 
the prerogatives of ownership through the ballot. 
They spend the major portion of their efforts trying 
to elect the right people or the right parties to 
power. 

A desperate few strike with violence and then 
die martyrs to impossible causes. 

The evangelist seeks to make saints of men and 
hopes thereby to make them perfectly obedient to 
the golden rule in their relations to one another. The 
world has known some saints. They have compelled 
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its admiration; won its respect. And yet their way 
of life has been strangely neglected by all save a 
select and honored few. 

The wise reformer keeps his program deeply 
rooted in the fact that property is the basis of king- 
ship. Those who own, rule. Those who want a world 
in which the institutions of business, government, 
education, and religion are the servants of the people 
will be interested in consumers’ co-operation simply 
because it is a technique of business organization 
which makes for wide distribution of wealth. 

It is a good preventive medicine against the 
dangers of concentrated ownership of productive 
property even when a relatively small percentage of 
the total business flows through co-operative chan- 
nels. What has happened in America in the field 
of petroleum products is an excellent illustration. 
The wholesaling of gasoline and kerosene to farmers 
was once a very profitable business. The first co- 
operatives which entered the field regularly paid 
from 5 to io per cent refunds on purchases. It was 
no uncommon thing for the entire capital investment 
to be repaid in a single year out of earnings. These 
conditions do not exist today. There has been steady 
lowering of the margins of profit until refunds paid 
by co-operatives in certain areas have shrunk to i 
and 2 per cent. But the whole rural population 
is enjoying substantially reduced prices. In some cases 
the reduction has been as much as three cents per 
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gallon of motor fuel. The co-operative oil associa- 
tions are still thriving but the profits made by old 
line companies operating in the field has been drasti- 
cally curtailed. At present only about 15 per cent 
of the rural distribution of petroleum products is in 
co-operative hands. 

Fertilizer furnishes an equally interesting story. 
For a long time this industry was dominated by a 
few large companies who dictated prices. Their 
practices finally called for a prolonged investigation 
by the Federal Trade Commission which has not 
hesitated to say that the fertilizer trust had prac- 
tically squelched competition in the field. But today 
fertilizer prices are sufficiently low that the buying 
power of the farm dollar spent for this commodity 
is greater than in 1914. The Trade Commission 
attributes this to the growing power of farmer- 
owned consumers’ co-operatives. The potency of co- 
operation in squeezing out excessive profits is shown 
by the difference between Ohio and Indiana as over 
against Kentucky prices. Until 1935 fertilizer was 
sold cheaper at retail in the Hoosier and Buckeye 
states than it was at wholesale in Kentucky. Ohio 
and Indiana had co-operatives; their neighboring 
state did not. And yet only 16 per cent of the 
fertilizer sold in Ohio and Indiana goes through 
co-operative channels. 

It is not necessary that co-operatives control a 
third or a half of the business volume in any field 
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before they begin to make impact on the capitalistic 
tendency to concentrate wealth. Through ownership 
of a relatively small portion of the channels of dis- 
tribution and the means of production the consumers 
can put effective brakes on the abuses of economic 
power which go along with monopoly. 

Capitalism and co-operation will probably exist 
alongside each other for many years to come. The 
growth of co-operatives will create a balance wheel 
in an economic system that seemed doomed to run un- 
evenly because it could not control its own excesses. 
They will serve to checkmate attempts at monopoly, 
to narrow margins of profit, to lower prices, and to 
increase purchasing power. They will thus help 
stabilize employment long before they reach the 
zenith of their power. 

As to how rapidly this corrective work is done 
will depend entirely on the consumers themselves. 
If they are ready to assume the responsibilities of 
carrying on business, co-operation is a technique by 
which they can effectively do so. If they want others 
' to serve them for a price, the service will continue 
to be rendered on the capitalistic basis. If co-opera- 
tives grow rapidly it will be because the consumers 
divert their patronage from capitalistic channels. If 
capitalistic business grows it will be with the life- 
blood of the consumers’ dollars. The patrons decide. 
No business can survive without a market. Nothing 
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can stop a business which has the consistent support 
of an increasing number of buyers. The American 
consumer still has money enough to buy the kind of 
economic system he wants. 



CHAPTER XIV 


C onsumers G o-operation 


As MEN FACE THE decisions which the present age 
places before them it is important that they realize 
both the limitations and strength of the consumers’ 
co-operative movement as a program for improving 
economic conditions. There are some things it cannot 
do. 

It does not offer labor an immediate defense 
against wage cuts, lengthened hours, and bad work- 
ing conditions. Such protection can be secured only 
through efficient labor unions which enable the work- 
ers to bargain collectively and effectively with their 
employers. 

It does not offer the farmer an immediate relief 
from low prices for his farm products. The farmers 
have largely left the marketing of their produce in 
the hands of others. They can expect little better 
treatment than they now are getting from commis- 
sion houses and processors until they have set up 
marketing machinery of their own. Farmers must 
sell collectively to protect their prices. Consumers’ 
co-operatives often work in close co-operation with 
farmers’ marketing associations but they are not a 
substitute for them. 
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The movement does not offer the vast army of 
unemployed immediate relief from the hardness 
of their lot. Unless industry decides to take care of 
those whom it discards — which isn’t likely — govern- 
ment will have to carry the burden of unemployment 
relief at the expense of those who pay taxes. There 
is no other choice. 

Co-operatives have no way of organizing the 
political power of their members. They never dabble 
much in politics save in the interest of self-protection. 
They do mobilize occasionally to secure the passage 
of enabling legislation or to prevent the passage of 
bills aimed at their destruction; but they are not 
an important political influence. The election of pub- 
lic officials who believe in democracy and who will 
exercise the authority of government impartially and 
with due regard for the needs of all classes and 
conditions of men will require political organizations 
which begin in the precinct and end with a national 
party program. Consumers’ co-operation is an eco- 
nomic, not a political movement. 

But while it is not adapted to achieving these 
immediate ends there are other claims which it makes 
on the loyalty of the thoughtful consumer. It is the 
one program of economic action which asks men to 
organize themselves in the capacity in which the 
present owners of business flatter and cajole them 
rather than in the capacity in which they are reviled 
and scorned. 
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A producer asking for a better share of the 
world’s income is met with hostility and coldness, a 
consumer with money to spend is welcome in any 
market place. 

The efforts of workers to organize themselves for 
collective bargaining over wages and hours has met 
with violent resistance. Strike-breakers have been 
employed to inflict personal injury on men asking for 
better incomes. The power of police and National 
Guard has been used repeatedly to break up meetings 
of laborers. Organizers of unions have been beaten 
and imprisoned for trying to mobilize men for col- 
lective bargaining. The collective efforts of farmers 
to secure better prices, a larger share of the con- 
sumers’ dollar, have met with indifference, ridicule, 
and hostility. 

But when urban laborers or farmers become con- 
sumers with money to spend, all this is at an end. 
Courteous salesmen wait on the prospective pur- 
chasers. Clever advertising subtly invites them to buy. 
Stores create attractive displays to please the eye. 
Radio programs are hurled across the ether to tickle 
the ears; men and women with pleasing voices and 
polite manners court the buyers’ favor. Those who 
will hire thugs to beat a laboring man for joining a 
union will likewise dismiss a subordinate that is 
discourteous to a customer. Whatever resistance is 
set up to the collective effort of laborers, farmers, 
and professional people to secure a better income 
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for themselves, consumers are treated with all the 
pleasing arts that can grace human intercourse. 

Even the organized consumer gets such treatment. 
There are on record some cases in which wholesales 
and manufacturers have refused to sell to co-opera- 
tives, but no organized consumer group has ever 
been permanently denied a source of supply for 
goods. The sellers always turn up. Today, with the 
volume of many of the co-operative wholesales in 
America running into the millions, salesmen crowd 
the waiting rooms of their offices. And in their deal- 
ings with the buyer of a co-operative wholesale these 
salesmen practice all the arts which the retail cus- 
tomer expects as a matter of course when a purchase 
is made. As consumers, human beings are treated 
as such. 

The courtesy which businessmen show their cus- 
tomers often keeps people blind to the significance 
of consumer organization. They fail to realize the 
reasons for purchasers receiving such courteous treat- 
ment. 

Business is hungry for markets. Those who own 
stores and factories know the power of the con- 
sumers’ dollar. They know that success or failure in 
selling means life or death for a business enterprise. 
The profits they collect from the consumer pays for 
the expansion of their property — if they are suc- 
cessful. The good will of the buying public is the 
greatest asset of any man or corporation with goods 
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to sell. Hence courteous salesmen, hence attractive 
advertising, hence beautiful store fronts, hence all 
the devices of modern salesmanship. 

Consumers’ co-operation alone offers a technique 
by which the exploited can use the thing which busi- 
ness wants most — their purchasing power — as a 
means of achieving a more satisfactory economic 
status. 

It is also unique in that it tackles the present eco- 
nomic muddle at the point where capitalism has most 
conspicuously failed. There is no argument about 
America’s capacity to produce. The Brookings In- 
stitution amassed the evidence that, before the war, 
full use of available productive machinery and man- 
power would have made it possible to lift the stand- 
ard of living of every American family by the 
equivalent of $1,000 per year. America never has 
reached the saturation point in her capacity to con- 
sume. Despite all the talk about surpluses there was 
little excess of consumers’ goods. If the American 
farmers, industrial workers, and low-paid profes- 
sional workers had been given the purchasing power, 
they would have taken off the market enough manu- 
factured goods to furnish work to most of our 
unemployed. The breakdown in our economic sys- 
tem was in distribution. Spurts of manufacturing 
filled warehouses with goods but it did not place 
them in the hands of the people who needed them. 

The industrial revolution has made the processes 
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of producing wealth essentially co-operative. The 
principle of mass production and division of labor 
implies co-operation between producers. Each man 
and group of men carries on a part of the process. 
In producing cotton cloth some spend the whole 
day tending spinning machines, others watch the 
power looms, still others dye and color. When the 
cloth is finished, it is cut and made into garments 
in another factory by another set of workers. A 
given number of men and women can produce much 
more clothing by working together, each doing a 
different task, than would ever be possible if each 
individual worker did all the various things necessary 
to convert a bale of cotton into dresses and shirts. 

While the textile workers make shirts for farm- 
ers, farmers grow cotton from which the cloth is 
made and produce food for textile workers. Each 
occupation has its place in the picture. 

The division of labor has become a matter of 
geography as well as occupation. Akron makes tires 
for automobiles produced in Detroit. Pennsylvania, 
northern Indiana, and northern Michigan specialize 
in iron and steel. Kansas and the Dakotas flood the 
nation with wheat. Iowa and Illinois produce a large 
portion of the corn and hogs of the country. 

The day of interdependence is at hand. A break- 
down in one section of industry affects other sections. 
A strike in one city may paralyze the business life of 
another. Production is co-operative. The system of 
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distribution remains competitive. The average town 
has many more grocery stores than it needs and cer- 
tainly more filling stations. Services overlap, dupli- 
cating equipment is maintained. 

Consumers’ co-operation starts with distribution 
in its program for changing the economic scene. It 
begins with the store and the filling station and 
works back through wholesaling to production and 
financing. It bids first for control of the channels 
through which goods flow to the consumers. It takes 
over production after its market is organized. It 
seeks to solve a distributive problem by reorganizing 
distribution itself. 

It makes its appeal to human beings on the basis 
of the one interest which they have in common — 
their desire for more to eat, to wear, to wear out, 
and use. 

Nothing is harder than uniting producers. The 
farmers of central and northern Wisconsin have 
sought to move their milk into the city of Chicago 
every time the farmers of northern Illinois and 
southern Wisconsin struck for higher prices. Maine 
potato growers have done their best to capture the 
markets of Ohio potato growers, in Cleveland, 
Youngstown, Cincinnati, and Columbus. Poultrymen 
of California seek the New York market of eastern 
egg producers. 

The striking laborer always finds his greatest 
battle against fellow workers who are willing to take 
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his job away from him. The American Federation of 
Labor never seriously concerned itself with the prob- 
lems of those who work in the mass production in- 
dustries until forced to do so by the competition of 
the CIO. Now the country is treated to the inter- 
esting spectacle of seeing two labor organizations 
sabotaging each other. Men quarrel and fight over 
how they should be organized as producers. 

All men are consumers; that and that alone is 
their common economic interest. On the basis of it 
co-operation seeks to unite them for ownership of 
the means of distribution and the tools of produc- 
tion. It seeks to resolve the conflict between pro- 
ducers by uniting them as consumers. There may be 
another way of doing it but America has not yet 
discovered it. 

Consumers’ co-operation has little appeal to the 
political minded; those who still believe, like Robert 
Owen and the Christian Socialists, that the interests 
of the producer should be paramount will look on it 
with suspicion. Those who lust for class war and 
militant uprisings of the under-dog will regard it as 
a pale and colorless palliative. Those who think basic 
economic changes can be wrought overnight will 
desert it to follow those dreamers who promise 
bread and circuses tomorrow. 

But those who understand the motives back of the 
flattering treatment given the consumer by present 
business leadership, those who realize that the root 

196 




consumers’ co-operation 


cause of present difficulties is choked channels of dis- 
tribution, those who are truly desirous of seeing 
America become an economic brotherhood, feel dif- 
ferently. They are the ones who will give the 
present onward march of consumers toward co- 
operative ownership of business and industry its in- 
spiration and its leadership. The organization and 
extension of consumers’ co-operatives may not be 
the only thing needed to bring about proper dis- 
tribution of the wealth America can produce, but it 
certainly is one of the things which is essential. 

A century and a half has flown since three English- 
men started the industrial revolution which has freed 
so much of the world from the terrors of actual 
scarcity. The inefficient productive power of the 
muscles of men and beasts has been increasingly re- 
placed with the tireless energies of machines. Never 
has the world known or visualized such possibilities 
for production as it has today. The real potentialities 
for abundant consumption were never so great. 
Poverty is largely a historical hang-over — accepted, 
not because it is necessary, but because it is a social 
habit. 
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Boycott as a Knights of Labor 
weapon, 92 

Brook Farm Colony, established 
by Rev. George Ripley, 79 
Bureau of Labor Statistics, its 
survey of consumers’ co-op- 
eratives, 1 16, 158 
Business at peak, 1, 2; declines, 
3 . 4 

Caesars, their control of wealth, 
180 

California Co-operative Coun- 
cil, 151 

California Fruit Exchange, 133 
Cambrian, steamer bought by 
co-operators, 54 


Capitalism and co-operation 
differentiated, 174 ff. 

Central Co-operative Wholesale, 
begins business, 99; in buy- 
ing pool, 13 1 ; overlapping, 
164; 171 

Central States Co-operative As- 
sociation, replaced by Central 
States Wholesale Society, 104, 
ios 

Central States Co-operative 
League, nx, 151 
Central States Wholesale So- 
ciety; 104, 105 

Central Wholesale of Superior, 
Wis., 105, 170 

Chain-store idea in co-opera- 
tives, 106, 107 

Chicago Co-operative Union, 167 
Christian Socialists, assume 
mantle of Robert Owen, 62; 
prominent in Co-operative 
Union, 63-66 ; controversy 
with John T. W. Mitchell, 
72; 102, 138, 139, 144 , 196 
Christians, persecuted when 
propertyless, 181 
Cincinnati Co-operative League, 
167 

CIO, wins strike, 6; stirs the 
American Federation of La- 
bor out of its indifference to 
labor problems, 196 
Collective bargaining, as a 
right, S » under Knights of 
Labor, 92; men imprisoned 
for seeking it, 191 
Collective ownership, sought by 
Robert Owen, 30; example in 
Rochdale Pioneers, 35-39 
Committee for Industrial Or- 
ganization, 6 
Communism, 174 
Consumer Problems in educa- 
tional courses, 148 _ 
Consumers' Co-operation, by Al- 
bert Sonnichsen, 109 
Consumers Co-operative Asso- 
ciation, 130, 134, 142; over- 
lapping, 163; first called 
Union Oil Co., 165; 171 
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Consumers Co-operative Asso- 
ciation of North Kansas City, 
154 

Consumers Co-operative move- 
ment, 23; its workings, 45; 
failures, 47, 48 ; growth, 

49 ff. ; first effort fails, 82 ; sec- 
ond attempt came after Civil 
War, 83 ; Grange offers first 
comprehensive program, 88 ; 
depression retards action, 
115; survey by Bureau of 
Labor Statistics, ri6; litera- 
ture on it among best sellers, 
148 ; growing more rapidly in 
America than elsewhere, 160; 
flood of literature brought 
forth, 174; limitations and 
strength, 189, 190 

Consumers Co-operative Serv- 
ices, 153 

Consumers Co-operatives, As- 
sociated, 130; in buying pool, 
13 1 ; 171 

Coolidge, Calvin, no 

Cooper, William, suggests 
wholesaling to Rochdale Pio- 
neers, 50 

Co-operation and capitalism dif- 
ferentiated, 174 ff. 

Co-operation — the Hope of the 
Consumer, book by Emerson 
P. Harris, 109 

Co-operative Builder, publica- 
tion, 158 

Co-operative Consumer, The, 
108 

Co-operative Dairy, Swedish 
and Finnish owned, 97, 98 

Co-operative Education Asso- 
ciation, 151 

Co-operative hospital, 120 

Co-operative insurance, 158 

Co-operative League of the U. 
S. A., its pamphlets, 108; 143, 
169 

Co-operative Merchants Co., 
102; starts Right Relationship 
League, 103 

Co-operative _ Movement in 
Great Britain, book by Mrs. 
Sidney Webb, 66 


Co-operative Oil Associations, 120 
Co-operative Publishing Asso- 
ciation, its weekly paper, Co- 
operative Builder, 138 
Co-operative Review, official 
publication, 144 

Co-operative Trading Associa- 
tion of Brooklyn, 153 
Co-operative Trading Co., Fin- 
nish owned, 96 

Co-operative Union formed, 62; 
Christian Socialists prominent 
in it, 63 ; 65 

Co-operative Wholesale of 
America, 107 

Co-operative Wholesale Society 
(C. W. S.), new name of 
North of England Co-opera- 
tive Wholesale Agency and 
Depot Society, 58; directors 
dominated by Christian So- 
cialist ideas, 63; John T. W. 
Mitchell becomes president, 
65; its tea plantations, 77; 88 
Co-operator, The, Dr. King’s 
magazine, 41 

Co-operator, The, outgrowth of 
the Rochdale experiment, 50; 
editorial policies dominated 
by Christian Socialists, 62 
Cort, E. G., forms Midland Co- 
operative Oil Association, 129 
Crumpsall Biscuit Works, 53 
CWA, 5, 20 

C. W. S,, see Co-operative 
Wholesale Society 

X 

Dairymen’s League, promoting 
Grange League Federation 
Co-operative Exchange, 126 
De Boyne, E., guiding spirit in 
French development of co-op- 
eration, 71, 72 

Democracy, established when 
merchants defied the kings, 
tolerated when it serves the 
interest of property, 182 
Democratic party, 1 
Department of Agriculture, 122, 
Dillonvale, Ohio, home of strong- 
est Bohemian co-operative, 
95 
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Distribution of consumers' 
goods, a problem, 22; broken 
down, 193 

Earl Gray, first chairman of 
consumers league of nations, 
72 . 73 

Earle, William H., founder of 
Sovereigns of Industry, 90 
Eastern Co-operative Whole- 
sale, in, 153 

Eastern States Co-operative 
League, nx, 152 
Eastern States Exchange, 134 
Eastern States Farmers Ex- 
change, 127 

Economic life of nation dis- 
turbed by depression, 115 
Edison, Thomas A., 16 
Edwards, Mrs. Gladys Talbott, 
National Junior Leader of 
Farmers Co-operative and 
Educational Union, 122 
Elanto Co., Finnish Co-opera- 
tive, 98 

Elanto Society of Helsingfors, 
98 

Equitable Society of Rochdale 
Pioneers, its aims and results, 
35-39; beginning of Con- 
sumers Co-operation, 40; its 
success, 43; solves problem of 
excess earnings, 44; educa- 
tional aims, 45; Scotch take 
up idea, 52; 6i, 82, 137 
Equity Union, 132 

Farm Bureau, 115; 122; chain- 
stores tried, 123; 125, 126, 137, 
141, 166, 170 

Farm Bureau Mutual Insurance 
Co., 159 

Farm Bureau Oil Co., reor- 
ganized as United Co-opera- 
tives, Inc., 130; in buying 
pool, 131 

Farmers Co-operative and Ed- 
ucational Union, 117, 121, 

122 

Farmers Co-operative Exchange 
of North Carolina, 128 
Farm Problem, political issue, 3 


Farmers Union, 115-18; its co- 
ops, 119; 120, 121, 126, 132, 
137, 140, 141; its insurance 
program, 159; 166, 170 
Farmers Union Central Ex- 
change of St. Paul, 129; in 
buying pool, 131; 134; over- 
lapping, 163, 166; 171 
Farmers Union Co-operative 
Wholesale, _ 120, 121 
Farmers Union Herald, official 
publication, 144 

Farmers Union Jobbing Asso- 
ciation, 119; overlapping, 163 
Farmers Union Terminal As- 
sociation, 121 

Farmers Union Wholesale, in- 
terested in oil, 165 
Fascism, r74 

Federal Trade Commission, in- 
vestigates sale of fertilizer, 186 
Filling stations, an aid to oil 
companies in fighting farmer 
competition, 145 

Finns coming to America, their 
co-operatives, 95-99 
Flour milling, one of the first co- 
operative manufacturing en- 
terprises, 56, 57 
Ford, Henry, 2 

Fostoria Grain and Supply Co- 
operative, 133 ; overlapping, 
164 

4-H clubs, 148 

Fourier, Charles, followers dot 
the country, 79 

French Co-operative Union, 71 
Friendly Societies Act, 55 
Fruit Growers Supply, 133, 134 
Fulton, Robert, 16 

G. L. F. (Grange League Fed- 
eration Co-operative Ex- 
change), 126-28, 134; over- 
lapping, 16 4 

Gasoline, its sale today con- 
trasted with its early methods 
of sale, 185, 186 
Goldsmith, Oliver, 25 
Gould, Jay, recognizes Knights 
of Labor as bargaining agency 
for railroad men, 93 
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Government regulation, opposed 
by Adam Smith in his Wealth 
of the Nations, 14, 15 
Grand National Trades Union 
of Great Britain and Ireland, 
suppressed, 31, 3a 
Grange (Patrons of Hus- 
bandry,) secret order of 
farmers, 85; its operations, 
86; its co-operatives, 87; 115, 
1 16, 12 6, 137; its insurance 
program, 159; 166, 170 
Grange Co-operative Whole- 
sale established, 116; 155; 
overlapping, 163 
Grange League Federation Co- 
operative Exchange, see G. 
L. F. 

Grange Warehouse Associa- 
tions, to be established by 
Washington State Grange, 
116 

Graves, J. M., secretary-treas- 
urer of Farmers Co-operative 
and Educational Union, 122 
Green, William L., favors con- 
sumer action, 149, 150 

Harding, Warren G., 1 
Hargreaves, James, weaver, in- 
vents spinning jenny, 8, 9; 

n-14, 78 

Harris, Emerson P., book on 
co-operation, 109 
Henry VIII, remembered for 
his defiance of the church, 
181 ; richest man in his realm, 
182 

Hitler, Adolf, comes into power, 
7; invades Poland, 7 
Home Demonstration Agents, 
148 

Hoosier Farmer, official organ, 
144 

Hoover, Herbert, no 
Hours, shorter, Knights of La- 
bor goal, 92 

Huber, Victor Aime, co-opera- 
tive pioneer of Germany, 
7i 

Hughes, Thomas, of Christian 
Socialists, 62 


Hull, I. H., general manager 
Indiana Farm Bureau Co-op- 
erative Association, 123 
“Hungry, forties,” 34 

Illinois Farm Bureau Federa- 
tion, 126 

Illinois Federation of Labor, 
104 

Indiana Farm Bureau Co-op- 
erative Association, 123 ; 
forms Farm Bureau Oil Co., 
130; its seed cleaning plant, 
135 ; 139; official organ, 

Hoosier Farmer, 144; 171 
Indiana Farm Bureau Federa- 
tion, its purchasing program, 
123 

Individualism, in religion and 
business, 14, 15; spirit pre- 
vents intelligent social action, 
31 ; effect of the depression 
on it, 115 
Industrial Act, 55 
Industrial Revolution, the, 8, 16, 
24; reactions, 25; 68; made 
the processes of producing 
wealth co-operative, 193, 194 
Industrialism, not to be re- 
pudiated, 15 

International Co-operative Al- 
liance, 70, 72-74, 76, 102, 109 
International Co-operative 
Wholesale Society, assisted by 
the International Alliance, 
77 

Inventor, his genius a threat to 
job security, 13 

Jobbing Association of the 
Farmers Educational and Co- 
operative Union, its name 
shortened to Farmers Union 
Jobbing Association, 119 

Kaulback, John, suggests buying 
club, 80; manages central 
purchasing agency, is dis- 
charged in controversy, 81 
Keeney, H. G„ vice-president 
of Farmers Co-operative and 
Educational Union, 122 
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Kelley, Oliver Hudson, founder 
of Patrons of Husbandry, 8$ 
Kerosene, its sale today con- 
trasted with early methods of 
business, 185, 186 
King, Dr. William, guiding 
spirit of Union Shop move- 
ment, 40; his magazine, The 
Co-operator, 41; 43, 83 
Kingsley, Charles, of Christian 
Socialists, 62 

Knights of Labor, first indus- 
trial union, its great power, 
92; recognized by Jay Gould 
as bargaining agency for 
railroad men, 93 ; its co-op- 
eratives, 93 ; endorsed con- 
sumers’ co-operation, 130 
Krook, Axel, sought to interest 
Swedes in co-operative idea, 71 

Labor geographical in its divi- 
sion, 194 

Labor organization, its rapid 
growth, 19-21 
Labor Relations Act, 20 
Lackawanna Railroad, 122 
Land of Lakes Creameries, 133 
LeClaire Co-operative Society, 
fails after 25 years, 102 
Lewis, John L., organizes work- 
ers in mass industries, 6 ; 
favors consumer action, 149, 
150 

Lombard Society Store, estab- 
lished by Italian miners, 103, 
104 

Love of money deeply rooted, 30 
“Luma” electric light bulb fac- 
tory, a common property, 77 
Luther, Seth, one of the first 
American students of labor 
problems, 79 

Machine age, born, 8, 9, 10, xi, 
12 

Machine production, a new fac- 
tor in human equation, 8, 11, 
12, 13; makes relic of hand 
tools, 60 

Machines, their usefulness, 15, 
16 


Mann, Horace, fight for free 
education, 79 

Martin, Homer, advocating co- 
operatives, 150 
McCormicks, 92 

McDonald, Donald, secretary 
of United Mine Workers, an 
ardent co-operator, 104 
McLean County Co-operative, 
104 

Midland Co-operative Oil As- 
sociation, 129 ; in buying pool, 
131 

Midland Co-operative Whole- 
sale, 134; official organ, Mid- 
land Co-operator, 142; 143, 
153; overlapping, 163, 164. 
166; 171 

Midland Co-operator, organ of 
the Midland Wholesale, 142 
Miners Union of Illinois, estab- 
lishes co-operative stores, 104, 

105; 123 . . 

Missouri Farmers Association, 
132; overlapping, 163 
Mitchell, John T. W., becomes 
president of C. W. S., 6s, 66 ; 
controversy with Christian 
Socialists, 72; 144 
Montgomery, James, one of the 
first American students of 
labor problems, 79 
Morgans, 9Z 

Muller, Hans, of Swiss Co-op- 
erative Union, his address on 
consumers’ societies, 74; be- 
lieves co-operation would end 
dependence on capitalist in- 
stitution, 75; 76 
Mussolini, Benito, permits con- 
sumers’ co-operatives, 69, 7° 

Napoleon, 29. 68 
Napoleonic wars, end brings 
business reaction, 29, 68 
National Co-operative Associa- 
tion, 1071 109. 170 
National Co-operatives, buying 
pool, 13 1 

National Education Union, to 
spread knowledge of co-op- 
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eration among American 
people, 107 

National Grange, 87-90 
National Guard, used to break 
up labor meetings, 191 
National Union, 117 
Neale, Vansittart, executive sec- 
retary of Co-operative Union, 
63 

Nebraska Farmers Union, 123 
Nebraska Farmers Union Cen- 
tral Exchange, 117, iz8, 121; 
overlapping, 163 
Nelson, L. O., American dele- 
gate to International Co-op- 
erative Alliance, 72; encour- 
ages organization of Le- 
Claire Co-operative Society, 
102 

New Co-operative • Co., Bo- 
hemian owned, 96 
New Deal, era began, 5 
New England Protective Union, 
trouble results in withdrawal 
of members, who form Amer- 
ican Protective Union, 81 ; 82, 
83 

New England Workingmen’s 
Association, organized before 
the Civil War, forms buying 
club, 80; trouble with man- 
ager of central purchas- 
ing agency, he is discharged, 
81 

New Era in America, no 
New Harmony, Ind., Robert 
Owen’s American experiment, 
its failure, 31 

New Lanark, made a model 
town by Robert Owen, 27-29; 
an illustration of change from 
an industrial hell, 33 
Non-Partisan League, organ- 
ized, passes out, 121 
North of England Co-operative 
Wholesale Agency and Depot 
Society, Ltd., Rochdale Pio- 
neers’ wholesale, 50, 51; 

Scotch take up idea, 52; en- 
gages in manufacturing, 53; 
buys steamships, 34.; sets up 
banking department, 56; en- 


gages in dour milling, 37; 
name changed to Co-opera- 
tive Wholesale Society, 38 
Northern States Co-operative 
League, no, 134 

Ohio Farm Bureau, its service 
company, 124; becomes Ohio 
Farm Bureau Co-operative 
Association, 125 ; 140 
Ohio Farm Bureau Co-opera- 
tive Association, 125, 171 
Ohio Farm Bureau New, offi- 
cial publication, 144 
Ohio Farmers Grain and Sup- 
ply Association, 132, 134 
Oil companies, filling stations 
help fight farmer competition, 
144, *45 

Oklahoma Co-operatives, Inc., 
155; overlapping, 164; 171 
Open-shop principle in steel in- 
dustry, 93 

Overlapping of territory a 
weakness, 163 

Owen, Robert, his vision of the 
good of the machine, 26; re- 
making New Lanark, Eng- 
land, 27-29; finances workers’ 
colonies, 30; his “Villages of 
Co-operation and Union” fail, 
establishes New Harmony, 
Ind., an American experi- 
ment, 31 ; dies a poor man, 
32; 33. 35, 38, 40, 4*» debt 
owed to him' by co-operatives, 
6o, 61; his mantle on Chris- 
tian Socialists, 62, 63; 66; 
founded an Association of All 
Classes of All Nations, 70. 
71; his apostles, 79; 138, 196 

Pacific Co-operative League, 
forced into receivership, 101 
Pacific Co-operative Supply Co., 
13°, *31 

Pacific Supply Co-operative, 
155; overlapping, 163; 171 
Patrons of Husbandry, sec 
Grange 

Peel, Robert, calico printer, 
stimulates invention of the 
spinning jenny, 9 
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Pcnnsj'lvania Farm Bureau Co- 
operative, joins Farm Bureau 
Oil Co., 130; official organ, 
Co-operative Review, 144 ; 
overlapping, 164 
Perky, Scott H., first executive 
secretary of Co-operative 
League of U. S. A., xoS 
Pfeiffer, Dr. Edward, co-opera- 
tive pioneer of Germany, 71 
Pioneer, steamship bought by 
Co-operators, 54; first vessel 
to dock at new Manchester 
canal pier, 55 

Plover, steamship bought by Co- 
operators, 54 

Police power employed to 
break up labor meetings, 191 
Potter, Beatrice, later Mrs. Sid- 
ney Webb, q. v. 

Poultrymen’s Co-operative As- 
sociation, 133 
Power loom, 68 

Producers difficult to unite, 19s 
Property, tolerates democracy 
in its own interest, 182 
Provident Act, 99 
Purchasing power, condescen- 
sions it procures, 19X-93 
PWA, 5 

Radio, value in floods, 16; to 
please the multitude, 191 
Right Relationship League, to 
encourage co-operative stores, 
started by Co-operative Mer- 
chants Co., 103 

Ripley, Rev. George, established 
Brook Farm Colony, 79 
Rochdale co-operatives, first in 
America located at Lawrence, 
Mass., 83 

Rochdale, England, weavers’ 
strike fails, 34; leads to new 
technique, 35-39 

Rochdale Pioneers, see Equi- 
table Society of Rochdale Pio- 
neers 

Rochdale Wholesale Society of 
San Francisco, 100 
Rockefellers, 92 


Roger Mills County Co-opera- 
tive Association, 117 
Roosevelt, Franklin Delano, 5 

Scotch, found wholesale society 
in Glasgow, 52; first co-op- 
erative, 68; owns tea planta- 
tion, 77 

Sinclair, Upton, promised ,to 
“end poverty in California," 
* 5 * 

Slater, Samuel, builds first 
American mill, 78 
Slavery, political policy leading 
to war, 180 

Smith, Adam, publishes his 
Wealth of the Nations, 14 ; 
65, 140 

Social life of nation disturbed 
by depression, 1x5 
Socialist Party, declined in in- 
fluence, 2 

Sonne, Rev. H. Christian, father 
of Danish co-operative devel- 
opment, 71 

Sonnichsen, Albert, _ his Con- 
sumers’ Co-operation, iot) 
Southern States Co-operative, 
128; its fertilizer plants, 135; 

171 

Sovereigns of Industry, secret 
order, 90, 91; its stores fail, 
92 

Spinning jenny, invented, 9; 68 
Spinning mule, invented, 10 
Steam engine, perfected, xo; 
68 

Steel Workers Organizing Com- 
mittee, interested in co-opera- 
tives, 150 

Stevens, Uriah Smith, founder 
of the Knights of Labor, 92 
Stock market crash, 3 
Strike-breakers, nature of their 
employment, X9X 
Sweden, its conquest of depres- 
. sions, 69 

Swiss Co-operative Union, 74 

Texas Co-operative Association, 
its growth, 89 
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Townley, A. C. f organizes Non- 
Partisan League, 120, 121 
Trade unionism, against hostil- 
ity of industry and govern- 
ment, 31 

Tri-State Co-operative Society, 
106 

Tweedale, Ann, lone woman 
member of Rochdale Pioneers, 
37 

Unemployment, future increase, 
22; after Napoleonic wars, 
29 

“Unfair competition” of ma- 
chines, 9 

Union Farmer, official publica- 
tion, 144. 

Union Oil Co., a co-operative 
wholesale, 129; becomes Con- 
sumers Co-operative Associa- 
tion, 130, 156; in buying pool, 
13 1 ; 142 

Union Shop movement in Great 
Britain, 40; causes of its col- 
lapse, 4r-43; 44, 49, «3 
Unions, growth stimulated, 5 
United Automobile Workers, 
150 

United Co-operatives, Inc., 130, 
134 

United Farmers of Canada, 171 
United Mine Workers, 104 
United Rubber Workers, inter- 
ested in co-operatives, 150 
University of Illinois, 105 
Utah poultry Producers Co-op- 
erative Association, 133 

Vanderbilts, 92 

Vesecky, John, president of 
Farmers Co-operative and 
. Educational Union, 122 


Vigano, Prof., initiated co-op- 
eration in Italy, 71 
"Villages of Co-operation and 
Union," failure, 31 
Virginia Seed Service, 128 

Wages, bettered, Knights of 
Labor goal, 92 

Walker, John H., president of 
Illinois Federation of Labor, 
an ardent co-operator, 104 
Warbasse, Dr. James Peter, 
first president of Co-opera- 
tive League of U. S. A., 108, 
109 

Washington Co-operative Egg 
and Poultry Association, 133 
Washington State Grange, pro- 
gram of establishing Grange 
Warehouse Associations, xi6 
Watt, James, engineer, perfects 
steam engine, 10; n, 78 
Wealth, concentration growing 
in America, 178; its effect in 
ancient Rome, 180; processes 
of production are co-opera- 
tive, 193, 194 

Wealth of the Nations, by 
Adam Smith, 14 
Webb, Mrs. Sidney, her book, 
The Co-operative Movement 
in Great Britain, 66 
Workingmen’s Protective Union, 
name changed to New 
England Protective Union, 
81 

Workmen’s Mutual Fire Insur- 
ance Society, 159 
World War, I, 1 
World War, II, begins with 
two nations, 7; spur to in- 
dustiy, 17 
WPA, s, 20, 





